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PauL E. PaTTON OFFICE OF THE SECRETARY JoHN P. McCaRTY
GOVERNOR FINANCE AND ADMINISTRATION CABINET SECRETARY
383 CapPiToL ANNEX
FraANKFORT, KENTUCKY 40601
(502) 564-4240

(502) 564-6785 Fax

December 30, 1996

The Honorable Paul E. Patton
Governor, Commonwealth of Kentucky
The Capitol Building

Frankfort, Kentucky 40601

Dear Governor Patton:
INTRODUCTION

In accordance with Section 48.800 (3) of the Kentucky Revised Statutes (K.R.S.), it is my pleasure to transmit to
you the Comprehensive Annual Financial Report of the Commonwealth of Kentucky for the Fiscal Year Ended
June 30, 1996. Thisreport is prepared by the Finance and Administration Cabinet, Office of the Controller, Division
of Accounts, which is responsible for the accurate, complete, and fair presentation of the data contained herein. The
information presented fully describes the Commonwealth’s financial position and results of operations as measured
by the financial activity of the various funds. All appropriate disclosures necessary for the reader to gain the
maximum understanding of Kentucky’s financial affairs are included.

The report is presented in three sections: introductory, financial, and statistical. The introductory section includes
the transmittal letters, the 1995 Certificate of Achievement, condensed summary data charts, and the government’s
organizational chart and list of principal officials. The financial section includes the auditor's report on the financial
statements and schedules, the general purpose financial statements and Notes to Combined Financial Statements,
the combining and individual fund and account group financial statements and schedules. The statistical section
includes selected financial and demographic information, generally presented on a multi-year basis.

The Reporting Entity and its Services

This report includes all funds, account groups, and component units for which the Commonwealth is financially
accountable, based on criteria established by the Governmental Accounting Standards Board's Codification of

Governmental Accounting and Financial Reporting Standards, Section 2100.

The component units which are blended into the Commonwealth's primary government are: the State Property and
Buildings Commission, Kentucky River Authority, Kentucky Lottery Corporation, Kentucky School Facilities
Construction Commission, Turnpike Authority of Kentucky, Board of Agriculture, Kentucky Savings Bond
Authority and State Board of Physical Therapy.

The Commonwealth's discretely presented component units are: the Bluegrass State Skills Corporation, Kentucky
State Fair Board, Kentucky Center for the Arts Corporation; Kentucky Educational Television Authority, Kentucky
Economic Development Finance Authority, Kentucky Higher Education Assistance Authority, Kentucky Higher
Education Student Loan Corporation, Kentucky Educational Savings Plan Trust, Kentucky Housing Corporation,
Kentucky Infrastructure Authority, Kentucky Agricultural Finance Corporation, Kentucky Grain Insurance Corpo-
ration, Kentucky Local Correctional Facilities Construction Authority, and the eight state supported universities.

An Equal Opportunity Employer M/F/D



The Commonwealth provides the full range of services contemplated by statute, including economic development,
educational and human services, energy and natural resources management, law enforcement, correctional and
public protection services, transportation, public improvements, and general legislative, administrative, and judicial
services.

ECONOMIC CONDITION AND QUTLOOK

Real gross domestic product (GDP), an inflation adj usted measure of the total output of goods and services provided
in the United States, averaged a growth rate of 2.9% in 1996. On average the U.S. economy has been exceptionally
strong during the last four years with an average growth rate of about 3%.

The current recovery has been helped by low interest rates which have resulted in strong gains in housing starts as
well as increased investment in producers' durables. Another important factor is consumer confidence. In spite of
rclatively high mortgage rates in the last four months, housing starts and sales have continued to grow unabated.
Much of this consumer confidence stems from a historically low unemployment rate.

Kentucky's economy has consistently outperformed the nation since 1988 in terms of both increases in personal
income and growth inemployment. In 1996, Kentucky's personal income is estimated to have grown by 5.7% (versus
5.3% nationally), and nonagricultural employment increased by 2.1% (compared to 1.6% nationally). Over the past
five years, manufacturing employment has declined by 2.5% nationally, but registered an increase of 10.7% in
Kentucky.

Both the U.S. and Ke;ltucky economies are expected to continue the current pattern of growth in 1997.
MAJOR INITIATIVES

Inaugurated in mid-year, you became the first Governor this century who may succeed yourself in office due to the
passage of an amendment to the Kentucky constitution. Consequently, depending on the will of the electorate, an
opportunity unprecedented in modern times presents itself for continuity in state policy direction, leadership, and
management.

Financial Policy - 1996 continued a recent pattern of steady financial advancement for the Commonwealth. A new
1996-98 biennial budget was enacted by the 1996 Regular Session of the General Assembly. That budget, for the
first time in recent history, was "structurally balanced." This structurally balanced standard was recommended by
your administration at the outset of the 1996 Regular Legislative Session and was defined and operationalized as
annual General Fund expenditures remaining within annual General Fund revenues. This more rigorous standard
was adopted mindful of the Commonwealth's Constitutional and statutory structure which remains based on a
biennial budget and financial plan. The new standard was met at the same time that the Budget Reserve Trust Fund
("rainy day fund") was doubled from $100 million at the close 0f 1995 to $200 million in 1996 General Fund reserves.
Another key element was the enactment of a modest level of debt-financed capital improvements for the second
straight biennium. Actual new debt authorized was some $210 million, while at the same time more than $509
million in outstanding debt was scheduled for retirement during the same period.

With respect to taxes, the Commonwealth continued the phase out of income taxes on private pensions and much
of the state's inheritance tax. In addition, new tax reductions were enacted, also to be phased in over a multi-year
period, increasing the standard deduction on individual income taxes, reducing the personal property tax for vehicle
sales, and phasing out the state's health care provider tax. The Commonwealth also repealed the heavy fuel surtax
and made other adjustments in its heavy vehicle tax structure in order to come into compliance with the [nternational
Fuel Tax Agreement (IFTA).

On the revenue side of the equation, both the General Fund and Road Fund exceeded the 1996 estimates as revised
in the 1996 Regular Session of the General Assembly. Continuing a trend of recent years, Kentucky's economy
outperformed the national average in terms of unemployment, manufacturing growth, and a number of other key
indicators. The result translated into a state General Fund (and Road Fund) balance at June 30 that outstripped
estimates and expectations by $67 million in General Fund dollars as well as a modest overage in Road Fund dollars.
This development, combined with efforts to maximize the lapse of unspent funds and identify additional non-
General Fund transfers to supplement the General Fund, resulted ina year ending undesignated fund balance o' $223



million. These balances allowed the Commonwealth to fully fund companion initiatives entirely from cash with
contingent appropriations derived from year ending surplus, i.e., "Empower Kentucky" and "contingent capital
projects.”

Empower Kentucky - A broad-based policy initiative of national significance was authorized to reengineer
Kentucky state government. It was designated the "Empower Kentucky” program. This gubernatorial plan was
comprised of two major components. First, a cash-funded technology-oriented reengineering effort unprecedented
in any other state. In supporting this, the General Assembly conferred upon the Executive Branch broad latitude to
adjust authorized spending levels, and to selectively prioritize and implement numerous major information
technology-based improvements and reforms. In return, it mandated a $50 million recurring annual expenditure
savings as the product of these efforts.

The Empower effort is headed by a private sector executive on loan to the Commonwealth who directs some 200
state employees who have been trained in the reengineering methodology and who impart their experience and
expertise to broad-based recommendations for change. These recommendations are formulated by a dozen or more
process teams looking at both immediate and long-term opportunities for greater efficiencies and improved service
delivery. The $103 million in General Fund support provided to the Empower program will be approved by a
Redesign Steering Committee comprised of both Executive and Legislative Branch members who will make the
final priority decisions on project funding. All of this will be accomplished with the existing personnel and
procurement statutory provisions. However, both the procurement and personnel systems are being reexamined
with a view to making recommendations for change where warranted. It is anticipated that the Empower program
launched in 1996 will need to be institutionalized and continued to maximize its effectiveness.

Capital Projects - The second element of the Empower Kentucky program was a $103 million cash-funded pool
of capital projects ranked in priority order (27 in total). These projects were directed at top gubernatorial and
legislative priorities involving Juvenile Justice, Higher Education, Workforce Development, and State Parks
revitalization. As the fiscal year ended, both the Empower Kentucky Technology Trust Fund program and its twin
counterpart, the Contingent Capital Projects Pool, described herein, were fully funded and authorized. These
programs reflect a renewed emphasis on fully financed cash-supported initiatives in contrast to previous strategies
involving long-term borrowing.

Task Force on Postsecondary Education - Senate Concurrent Resolution 93, passed by the 1996 General
Assembly, provided for the establishment of a joint legislative/executive Task Force on Postsecondary Education.
The purpose of the Task Force is "... to develop recommendations and an implementation plan for a system of
postsecondary education in Kentucky that promotes quality instruction designed to provide students with the
knowledge and skills to be competitive in a global economy."

As fiscal year 1996 came to a close, the Task Force held its first meeting. The challenge is to design a comprehensive
blueprint for postsecondary education in the 2 1st century that will enable the Commonwealth to enhance the standard
of living for Kentucky's citizens. Moreover, the Task Force will address the total system of postsecondary education
including not only the eight four-year public institutions of higher education, but also the vocational/technical school
system, the community college system, private colleges, and postsecondary proprietary institutions.

Commission on Higher Education Institutional Efficiency and Cooperation - On April 2, 1996, you signed an
Executive Order establishing the Commission on Higher Education Institutional Efficiency and Cooperation. The
mission of the Commission is to "recommend new and effective ways to enhance academic delivery and inter-
institutional cooperation in the delivery of academic programs, to increase institutional administrative efficiency,
and to explore the uses and potential effectiveness of new technologies to enhance academic programs and services."

The Commission adopted a work plan which indicated that a final report to you, the Council on Higher Education,
and the Task Force on Postsecondary Education would be published by October 1996.

Workers' Compensation - 1996 marked the beginning of a thoroughgoing review of the Commonwealth's
Workers' Compensation system. A select group was impaneled to scrutinize the reforms passed by the 1994 General
Assembly and the trends affecting Workers' Compensation payments and the Commonwealth's economy with a
view toward effecting major reforms and course corrections. By the close of fiscal year 1996, a policy redirection
had been identified that would completely overhaul the Workers' Compensation system. These changes were enacted
into law during the December 1996 special legislative session.
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~ Juvenile Justice Reform - 1996 also marked a period of tremendous change and reform for the Commonwealth's
juvenile justice system. Against a backdrop of state and national concern with juvenile crime, the Commonwealth
first entered an Agreed Order with the U.S. Department of Justice (Consent Decree) to effect substantial upgrades
and policy/procedural changes at the existing juvenile treatment and detention facilities operated by the state. In
addition, the 1996 General Assembly enacted House Bill 117 completely transforming the legal, organizational, and
policy structure of state government regarding juvenile treatment and detention. Primary responsibility was shifted
from the old Cabinet for Human Resources, which was dismantled, to a new Department of Juvenile Justice under
the auspices of the Justice Cabinet. Functions previously performed by the Department of Corrections were also
consolidated with the new Juvenile Justice Department and funds, personnel, and facilities were merged as well. In
addition, the Commonwealth funded three secure juvenile detention facilities for various regions of the state placing
the Commonwealth - for the first time - in the field as a provider of secure (pre-adjudicatory) juvenile detention.
Historically, this has been solely a local (county) responsibility. A further realigning of state/local responsibilities
and pre/post adjudicatory responsibilities was envisioned in the reform legislation as enacted and was being studied
for attention at a later Special Session of the General Assembly.

Sustaining Pelicy Initiatives - 1996 also saw the continuation and re-enforcement of critical policy initiatives
previously enacted in the areas of: Education Reform, Health Care Reform, and Parks/Tourism Revitalization. The
seminal Education Reform Act of 1990 (KERA) continued broad-based support and received additional funding
from the 1996 General Assembly. This marked the third gubernatorial administration and fourth consecutive regular
session of the General Assembly backing this landmark, national legislation. Viewed as a long-term project, the
elementary and secondary education budget continued to be the highest priority of the Commonwealth. Its renewal
and continued support, after gubernatorial transition, re-enforced the prospects for long-term success triggered by
the Kentucky Supreme Court decision in 1989.

The Health Care Reform initiatives of the 1994 legislative session were recast in 1996 with the abolishment of the
Health Care Policy Board and with modifications to the enabling legislation. (Asnoted earlier, the medical provider
tax began to be phased out as part of this review.) Nonetheless, the critical elements of Health Care Reform enacted
previously were continued, albeit with modifications.

The Parks Revitalization projects, which are the centerpiece of the Commonwealth's Tourism Development efforts,
began to show concrete progress in 1996 upon award of dozens of construction and renovation project bids. After
20 to 40 years without systematic renovation and repair, the statewide effort began to touch nearly every state park
in 1996, with several of the major resorts completing major elements of required work. Moreover, in order to help
foster private sector development of new tourism attractions, a new Tourism/Parks tax credit was enacted in 1996
paralleling similar credits provided through the Economic Development programs previously enacted.

FINARCIAL INFORMATION
The Accounting System and Budgetary Controls

The Commonwealth’s financial statements are prepared in accordance with Generally Accepted Accounting
Principles (GAAP). The governmental funds, expendable trust funds, and agency funds are presented on the
modified accrual basis of accounting whereby revenues are recognized when measurable and available, and
expenditures are recognized when goods or services are received and the related liabilities are incurred. The
proprietary and pension trust funds are presented on the accrual basis of accounting with all revenues and expenses
recognized when the transactions occur, regardless of when related cash is received or disbursed.

Indeveloping and operating the Commonwealth’s accounting system, emphasis is placed on the adequacy of internal
accounting controls. They are designed to provide reasonable, but notabsolute, assurance that assets are safeguarded
against loss from unauthorized use or disposition, and that financial records are reliable for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance recognizes that the cost
of internal controls should not exceed the benefits likely to be derived from their use, and that such cost-benefit
evaluation requires estimates and judgements by management. All internal control evaluations occur within this
framework.



Budgetary control is maintained at the budget unit level described in the Notes to Combined Financial Statements by
the encumbrance of estimated purchase amounts prior to the release of contracts to vendors. Contracts which result
in overruns of available balances are not released until budget revisions are approved or additional appropriations are
made. Open encumbrances are reported as reservations of fund balances in the Commonwealth’s Special Revenue
and Capital Projects Funds at June 30, 1996.

General Fund Condition - Budgetary Basis

General Fund revenue on a budgetary basis for 1996 was $5.38 billion, an increase of 3.8% over 1995. This amount
includes $5.34 billion in tax and non-tax receipts, and $47.27 million of Operating Transfers In. Taxes represented
94.5% of all General Fund revenue collected during the period. The amounts and percentages of 1996 revenue
derived from specific sources and the changes from 1995 are shown below (expressed in thousands) and are
illustrated in Chart 1.

General Fund Revenue and Other Financing Sources - Budgetary Basis

Increase (Decrease) from

1995
Revenue Source Amount Percent of Total Amount Percent

Individual Income Tax $ 2,074,572 385% § 109,729 5.6%
Sales and Gross Receipts Taxes 1,954,920 36.3% 111,354 6.0%
Property Taxcs 409,177 7.6% 13,852 3.5%
Corporate Income Tax - 284,733 5.3% (56,179) (16.5)%
Non-Tax Revenue 249,131 4.6% 19,108 8.3%
Severance Tax 186,124 3.5% 7,007 3.9%
License and Privilege Taxes 93,436 1.7% (6,718) (6.7)%
Inheritance and Estate Taxes 81,441 1.5% 1,929 2.4%
Operating Transfers In 47,272 0.9% 13,755 41.0%
Miscellaneous Taxes 3,349 0.1% (17,277 (83.8)%

Total General Fund Revenue $ 5,384,155 100.0% $ 196,560 3.8%

General Fund expenditures on a budgetary basis for 1996 totaled $5.29 billion, including Operating Transfers Out
of $330.90 million. During 1996, expenditures increased by 4.5% and transfers increased by 26.2% compared to
1995. The general government function includes $698.56 million of expenditures and $6.34 million of transfers for
the eight State supported universities, which together amount to 13.3% of the General Fund total. The amounts and
percentages of 1996 expenditures for the various governmental functions and the changes from 1995 are shown below
(expressed in thousands) and are illustrated in Chart 1.

General Fund Expenditures and Other Financing Uses - Budgetary Basis

Increase (Decrease) from

1995
Function Amount Percent of Total Amount Percent

General Government $ 1,169,598 22.1% $ 84,153 7.8%
Legislative and Judicial 145,137 2.7% 9,995 7.4%
Commerce 108,682 2.1% 8,939 9.0%
Education and Humanities 2,500,868 47.3% 71,465 2.9%
Human Resources 1,019,814 19.3% 94,423 10.2%
Justice 252,723 4.8% 17,102 7.3%
Natural Resources and Environmental

Protection 46,257 0.9% 457 1.0%
Public Protection and Regulation 36,183 0.7% 1,779 5.2%
Transportation 4,916 0.1% (986) (16.7)%
Non-budgetary Items 1,813 0.0% (7,077) (79.6)%
Total General Fund Expenditures $ 5,285,991 100.0% $ 280,250 5.6%




The General Fund had a 1996 budgetary undesignated fund balance of $223,427,568. This is a decrease of
$37,580,254 when compared to the 1995 year-end budgetary undesignated fund balance of $261,007,822.

General Governmental Functions - GAAP Basis

General governmental functions on a GAAP basis are accounted for in four governmental funds - General, Special
Revenue, Debt Service, and Capital Projects. Revenue for general governmental functions totaled $10.31 billion for
1996, an increase of 3.9% over the amount recognized during 1995. The amounts and percentages of 1996 revenue
derived from specific sources and the changes from 1995 are shown below (expressed in thousands) and are illustrated
in Chart 2.

Governmental Funds Revenue - GAAP Basis

Increase (Decrease) from

1995
Revenue Source Amount Percent of Total Amount Percent
Taxes $ 6,155,566 59.7% $ 211,639 3.6%
Intergovernmental 3.394.888 32.9% 87,749 2.7%
Charges for Services 273,820 2.7% 51,51 23.2%
Licenses, Fees, and Permits 163,331 1.6% 2,356 1.5%
Interest and Investments 145,544 1.4% 33,420 29.8%
Other Revenues 133,064 1.3% (442) (0.3)%
Fines and Forfeits 40.485 0.4% (235) (0.6)%
Total Governmental Funds Revenue $ 10,306,698 100.0% $ 385,998 3.9%

1996 Governmental Funds Revenue was $386.0 million over 1995. Higher Tax and Intergovernmental receipts
account for 77.6% of the increase. Salesand Gross Receipts, Individual Income, Property, Severance, and Inheritance
and Estate Taxes grew by a combined $282.1 million, but were offset by Corporate Income, License and Privilege,
and Miscellaneous Taxes, which fell by a combined $70.5 million. Federal Fund receipts from the United States
Government went up $59.9 million. Receipts from other governments rose a combined $3.3 million in the General,
Transportation, and Other Special Revenue Fund. Capital Projects Fund grant receipts improved by $30.9 million.

Expenditures, excluding transfers, for general governmental functions ona GAAP basis totaled $9.47 billion for 1996,
anincrease of 3.2% compared to 1995. The amounts and percentages of 1996 expenditures for various governmental
functions and the changes from 1995 are shown below (expressed in thousands) and are illustrated in Chart 2.

Governmental Funds Expenditures - GAAP Basis
Increase (Decrease) from

1995
Function Amount Percent of Total Amount Percent

General Government $ 494,599 52% $ 76,343 18.3%
Legislative and Judicial 147,563 1.6% 15,142 11.4%
Commerce 42,704 0.5% 274 0.6%
Education and Humanities 2,962,449 31.3% 127,229 4.5%
Human Resources 3,819,907 40.3% 1,477 0.0%
Justice 282,999 3.0% 27,575 10.8%
Natural Resources and Environmental

Protection 96,094 1.0% (14,415) (13.0)%
Public Protection and Regulation 94,124 1.0% 7,713 8.9%
Transportation 1,061,589 11.2% 81,506 8.3%
Capital Outlay 79,245 0.8% (2,795) 3.49)%
Debt Service 392,130 4.1% (24,626) (5.9)%
Total Governmental Funds Expenditures 9,473,403 100.0% 295,423 3.2%




1996 Governmental Funds Expenditures were $295.4 million over 1995. Significant growth categories included:
$53.8 million more for highways in the Transportation Fund; an additional $45.1 million for General Government
Judgements and contingent liabilities in the General Fund; a $30.5 million rise in combined General Fund personal
services costs for the Education, Arts and Humanities Cabinet and Workforce Development Cabinet.

Ending fund balances for all governmental fund types increased 12.0%, from $2.07 billion as restated for 1995, to
$2.32billionin 1996. Of these totals, unreserved fund balances increased 6.4%, from $1.19 billion as restated at June
30, 1995, to $1.27 billion at June 30, 1996.

Debt Administration
The amount of debt service for general bonded debt, the ratio of this amount to total expenditures for general
governmental functions, and the amount of debt per capita are useful indicators to citizens, investors, and
management regarding the Commonwealth’s debt position. The data for 1996 is:

Ratio to Total

Debt Service General Governmental Debt
(thousands) Expenditures per Capita
General Bonded Debt $392,130 4.1% $ 802

No general obligation-bonds are authorized or outstanding at June 30, 1996.

During 1996, Kentucky issued revenue bonds totaling $365,241,935 for general governmental functions which are
supported by governmental fund appropriations. Of this amount, $179,123,277 defeased existing debt and funded
related reserve accounts. The remaining $186,118,658 funded new projects. All issues sold during 1996 received
arating of "A" or higher by the major rating services. At June 30, 1996, total principal outstanding for revenue bonds
paid from governmental fund appropriations was $3,134,342,403.

Cash Management, Investment and Collateral Policy

The Commonwealth's investments are governed by KRS 42.500 and KAR Title 200 Chapter 14. The State
Investment Commission, comprised of the Governor, Treasurer, Secretary of the Finance and Administration
Cabinet, and gubernatorial appointees of the Community Independent Banker's Association and Kentucky Banker's
Association, is charged with oversight of the Commonwealth's investment activities. The Commission is required
to meet at least quarterly, and delegates day to day investment management to the Office of Financial Management
and Economic Analysis.

At June 30, 1996, the Commonwealth's operating portfolio was approximately $2.9 billion cash and securities. The
composition of investments was as follows: U.S. treasury securities (35%), securities issued by agencies,
corporations and instrumentalities of the United States Government (21%), repurchase agreements collateralized at
102% by the aforementioned (37%), municipal securities rated A or higher by Standard & Poor's or Moody's (0.5%)
and money market securities rated A1-P1 or higher by Standard & Poor's or Moody's (6.5%). Money market
securities, including Bankers' Acceptances, Commercial Paper and Certificates of Deposit, are limited to 20% of the
total portfolio and $10 million perissuer. The annualized yield for fiscal 1996 was 5.18% and has a modified duration
of approximately 1.13 years. The Commonwealth's investments are marked to market daily.

During 1996, general depository cash in excess of daily requirements and not required for immediate expenditure
was invested in the above-described securities, as well as securities issued by the Commonwealth of Kentucky.
Maturities range up to 7 months for commercial paper, 21 years for Kentucky revenue bonds, and 83 months for all
other securities. Investment income for 1996, excluding that from pension trust funds, was $109,807,323,a 12.5%
decrease compared to 1995.

The Commonwealth's investments are categorized into five investment pools: Short-Term, Long-Term, University,
Trustand Agency, and U.S. Treasury and Agency Pools. The purpose of these poolsis to provide economies of scale
that enhance yield, ease of administration and increased accountability and control. The Short-Term Pool consists
primarily of General Fund cash balances and provides liquidity to the remaining pools. The Long-Term Pool



represents State Agency investments. The University Pool is dedicated to the investment of state held component
unit funds. The Trust and Agency Pool consists of fiduciary fund accounts held for the benefit of others. The U.S.
Treasury and Agency Pool invests in U.S. Treasury and Agency obligations. Capital construction bond proceeds
are deposited into the U.S. Treasury and Agency Pool until expended for their intended purpose.

The Commonwealth engages in certain derivative transactions. These transactions are entered into only with an
abundance of caution and for specific hedge applications to minimize yield volatility in the portfolio. The State
Investment Commission expressly prohibits the use of margin or other leveraging techniques. The Commonwealth
executes a variety of derivative transactions, including: over-the-counter treasury options, the securities lending
program, and fixed receiver interest rate swaps.

The Commonwealth has used over-the-counter treasury options since the mid-1980's to hedge and add value to the
portfolio of treasury securities. These transactions involve the purchase and sale of put and call options ona covered
basis, holding either cash or securities sufficient to meet the obligation should it be exercised. The State Investment
Commission limits the total option commitment to no more than 20% of the total portfolio of treasury and agency
securities. Historically, this commitment has been less than 10%.

The Commonwealth has had a securities lending program since the mid-1980's. This program is structured as a
paired tri-party repurchase transaction with an approved custodian bank and a primary dealer acting as principal. The
state reverses its treasury and agency securities in exchange for 102% of eligible collateral pursuant to KRS 42.500,
marked to market daily. Currently, the Commonwealth receives a guaranteed 9.5 basis points of the average market
value of securities in the program.

The Commonwealth has also engaged in an asset-based interest rate swap to better match its assets and liabilities
and to stabilize the volatility of interest income. These transactions have required the Commonwealth to pay a
floating rate in exchange for a fixed rate over a specific period of time. On September 28, 1995, the State Investment
Commission adopted resolution 95-03, which re-authorized interest rate swap transactions in a notional amount not
to exceed $200 million, using the International Swap Dealers Association, Inc. Master Agreement and applicable
appendices. OnJuly 9, 1996, the Commonwealth entered into two separate swap transactions. The swaps consisted
of paying a variable rate based on the Municipal PSA Index and receiving a fixed amount based on a three-year
municipal note. The maturity date on the swaps is July 9, 1999. The variable rate is reset weekly and the interest
payments are netted and the appropriate party is paid on amonthly basis. The swaps were done in the nominal amount
ol $50,000,000 each with Merrill-Lynch and Credit Suisse Financial Products.

Risk Management

The Division of Risk Management (DRM) oversees and coordinates risk management and insurance responsibilities
among various state agencies in accordance with KRS 42.0245. For the year ended June 30, 1996, the Division
achieved a cash savings of $118,000 by obtaining lower bids from improved insurance bid specifications and by
seeking broader markets. Risk exposures in the amount of $1.3 million were eliminated for properties that were
either uninsured or underinsured. Since 1989, risk exposures of $55 million have been eliminated for either uninsured
or underinsured state property and buildings. The Finance and Administration Cabinet insures property, computers,
vehicles, telephones, fidelity bonds, and workers' compensation claims in the amount of $683.1 million annually for
a premium of $358,402.

Currently, the Commonwealth's three major self-insurance programs include: the Fire and Tornado Insurance Fund
for property and casualty coverage; the State Employee Benefit Fund (Kentucky Kare) for health care coverage; and
the State Self Insurance Fund for Workers' Compensation benefits. Other financial and catastrophic risks not
assumed by these programs are transferred to insurance companies through the purchase of insurance policies by the
Finance and Administration Cabinet in accordance with KRS 45A.022 for various state agencies.

The Fire and Tornado Insurance Fund consists of "premiums" charged to state agencies and universities. Current
annual "premiums" of $4.8 million insure $4.7 billion in property assets for 6,010 facilities statewide. By statute,
the Fund must have a reserve of $5,000,000 at the close of each fiscal year. All losses are reinsured to limit fund
liability to $300,000 for any one loss to each subject of risk. For the year ended June 30, 1996, the Fund paid 192
claims in the amount of $1,176,743. Earthquake and Flood Coverage for state facilities is available as additional
insured perils in the Fund.



The State Employee Benefit Fund is a public entity risk pool which self-insures risks of providing health care benefits
forapproximately 33,152 subscribers including state employees, employees of local boards of education, employees
of local health departments, and retirees under age 65 subscribing to the Kentucky Kare health plans. For the year
ended June 30, 1996, the state contributed $175.00 per insured monthly or $69.6 million annually for this coverage.
As of June 30, 1996, the Commonwealth had paid $137.0 million in current and prior ycar claims. Funded reserves
are maintained to cover claim liabilities, which at June 30, 1996, were $19,286,706.

The State Self Insured Workers' Compensation Trust Fund provides workers' compensation coverage for state
employees. At June 30, 1996, the State program had assets of $11.8 million and an unreserved accumulated deficit
of $35.1 million. The Fund assets increased by $1.6 million and the unreserved accumulated deficit increased $7.3
million from the previous year. The Fund carries reinsurance coverage for large individual or incident claims of $5
million with limits of $20 million. The amount of claims paid for the fiscal year was $11.3 million. The Transportation
Cabinet has a separate selfinsured workers' compensation fund for itsemployees. AsofJune 30,1996, thelossreserve
requirement for the Transportation Cabinet is $21.5 million. The fund carries reinsurance coverage for claims
exceeding $1 million with limits of $10 million.

Capiral Projects Fund

Proceeds of certain bond issues and other appropriated monies to be used for projects related to economic
development and the construction, improvement, and maintenance of the Commonwealth’s physical plant are
accounted for in the Capital Projects Fund until such projects are completed. Completed construction and
improvement projects are capitalized in the appropriate proprietary fund or General Fixed Assets Account Group at
year end. All uncompleted construction in progress is capitalized in the General Fixed Assets Account Group or
appropriate proprietary fund. During 1996, projects costing $70,287,645 were completed.

Proprietary Funds

Combined operating revenues of the primary government's Enterprise Funds decreased from $922.2 million for 1995,
t0 $913.8 million in 1996. Combined operating expenses of these funds increased from $865.4 million for 1995 to
$1,014.5 millionin 1996. The Kentucky Lottery Corporation paces Enterprise Fund operating revenues, with $542.8
million. Insurance Administration has the largest operating expense, at $530.0 million. At June 30, 1996, there are
no outstanding revenue bonds in the State Parks Fund or other blended component units.

Combined operating revenues and cxpenses of discretely presented component units accounted for in proprietary
fund types were $218.2 million and $214.4 million in 1996, compared to $195.3 million and $203.9 million in 1995.
The Kentucky Housing Corporation leads such activity with operating revenues and expenses of $76.8 million and
$66.0 million. At June 30, 1996, outstanding revenue bonds for the discretely presented component units totaled
$1.50 billion, of which $857.8 million and $307.6 million are accounted for in the Kentucky Housing Corporation
and Kentucky Higher Education Student Loan Corporation, respectively.

Combined operating revenues and expenses for the Commonwealth’s Internal Service Funds amounted to $110.0
million and $117.2 million, as compared to 1995 totals of $100.0 million and $100.3 million. The internal service
operations provided include, but are not limited to, data processing, telecommunications, property management, and
insurance administration.

Proprietary funds receive budgeted operating transfers of General Fund appropriations.

Pension Trust Funds
The Commonwealth administers separate retirement systems for Kentucky employees, State Police officers, public
school teachers, judges, legislators and county employees. At June 30, 1996, combined total assets for these plans
reached $15.1 billion. The aggregate operating revenue of these funds was $2.0 billion, including interest and

investment income of $1.1 billion. Total operating expenses were $923.2 million, including retirement benefits paid
of $712.1 million.
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These retirement systems are as follows: Kentucky Employes Retirement System; State Police Retirement System;
County Employes Retirement System; Teachers' Retirement System; and the Judicial Form Retirement System
(including both the Judicial Retirement Fund and the Legislators' Retirement Fund).

University and College Funds

The eight state-supported universities are discretely presented component units accounted for in the University and
College Funds. University and College Current Funds revenuerose from $1.01 billionin 1995 t0 $1.06 billion in 1996
for an increase of 5.3%. State appropriations transferred from the General Fund to these funds went up 2.8% to
$709.5 million. Current fund expenditures and transfers increased 8.1% during 1996, to $1.77 billion. At June 30,
1996, outstanding revenue bonds for the state supported universities totaled $753.6 million, of which $332.3 million
is accounted for by the University of Kentucky and $155.6 million is accounted for by the University of Louisville.

General Fixed Assets

The general fixed assets of the Commonwealth are those fixed assets used in the performance of general
governmental functions and exclude the fixed assets of the Enterprise, Internal Service, and University and College
Funds. AtJune 30, 1996, the general fixed assets of Kentucky amounted to $1,406,232,000. This amount represents
the valuation of general fixed assets in accordance with GAAP as described in the Notes to the Financial Statements.
Depreciation of general fixed assets is not recognized in the Commonwealth’s accounting system.

OTHER INFORMATION
Independent Audit

The accompanying financial statements have been audited by the Office of the Auditor of Public Accounts of the
Commonwealth of Kentucky. Their examination was conducted in accordance with generally accepted government
auditing standards, and the report of the independent auditor appears elsewhere in this report.

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Commonwealth of Kentucky for its Comprehensive
Annual Financial Report for the year ended June 30, 1995. This is the ninth consecutive year the Commonwealth
has received this prestigious award.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial report, the contents of which conform to program standards.
Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.

The Certificate of Achievement is valid for a period of one year only. We believe our current report continues to

conform to the Certificate of Achievement Program requirements, and we are submitting it to GFOA.
Acknowledgments

The preparation of this report could not have been accomplished without the cooperation of all branches and agencies

ofthe Commonwealth. The professionalism demonstrated by the staffs of the Finance and Administration Cabinet’s

Divisions of Accounts and Printing, as well as the Office of the Auditor of Public Accounts, is especially noteworthy.

Their combined dedication made the publication of this report possible.

Respectfully submitted,

inance and Administration Cabinet



FINANCE AND ADMINISTRATION CABINET

Pau. E. Parton OFFICE OF THE CONTROLLER Fooar C. Ross
CapitoL ANNEX BUILDING ONIHOLLER
JoHN P. McCaRTY 702 CaritoL AVENUE, Room 384
SECRETARY FRANKFORT, KENTUCKY 40601-3454

(502) 564-2210
Fax (502) 564-6597

December 30, 1996

The Honorable John P. McCarty

Secretary, Finance and Administration Cabinet
383 New Capitol Annex

Frankfort, Kentucky

Dear Secretary McCarty:

Pursuant to Section 48.800 (3) of the Kentucky Revised Statutes, the Comprehensive Annual Financial Report
(CAFR) ofthe Commonwealth of Kentucky for the fiscal year ended June 30, 1996, is submitted herewith. It contains
all funds, account groups, and entities that are controlled by or dependent on the Commonwealth based on the criteria
developed by the Governmental Accounting Standards Board (GASB) in its Codification of Governmental

Accounting and Financial Reporting Standards, Section 2100.

The basis of accounting upon which the report has been prepared complies with Generally Accepted Accounting
Principles (GAAP) for state governments as prescribed by both GASB and the American Institute of Certified Public
Accountants’ (AICPA) publication Audits of State and Local Governmental Units.

The information presented fairly and fully discloses the financial position and results of financial operations of the
Commonwealth for the reporting period as measured by the financial activity of the various funds. All appropriate
disclosures necessary to assist readers in their understanding and evaluation of Kentucky’s financial condition have
been included in this report.

Respectfully submitted,

P 2

Edgar C. Ross, Controller
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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Chart 1
General Fund - Budgetary Basis
Fiscal Year 1996

(amounts in billions)

Revenue Sources Revenue Expenditures Expenditure Functions
Miscellaneous Taxes 0.1% 0.003 0.002
Operating Transfers In 0.9"/\0.047 0.005
Inheritance & Estate Taxes 1.5% 0.080 0.040
License & Privilege Taxes 1.7% 0.090 0.050 Non-Budgetary Items 0.0%
| | Transportation 0.1%
Severance Taxes 3.5% 0.200 D.140 Public Protection & Regulation 0.7%
Nat. Resources & Environ. Protection 0.9%
Non-Tax Revenue 4.6% 0.250 0
Commerce 2.1%
Legislative & Judicial 2.7%
Corporate Income Tax 5.3% 0.280
Justice 4.8%
Property Taxes 7.6% 0.410 D2(
Human Resources 19.3%
|
Sales & Gross Receipts Taxes 36.3% 1.950 General Government 22.1%

DO Education and Humanities 47.3%

Individual Income Tax 38.5% 2.070




Chart 2
Governmental Funds - GAAP Basis
Fiscal Year 1996

(amounts in billions)

Revenue Sources Revenue Expenditures Expenditure Functions
_ _ 0.040
Fines and Forfeits 0.4% 0.040
Other Revenue 1.3%~—_] 0'130 0.080
Interest and Investment 1.4% 0.150 0.094
Licenses, Fees, Permits 1.6% 0.160
Charges For Services 2.7% 0.270 0.096 Commerce 0.5%
0 0 Capital Outlay 0.8%
0.280 Public Protection 1.0%
0.400 Natural Resources 1.0%
Legislative & Judicial 1.6%
Justice 3.0%
0.490
Debt Service 4.1%
Intergovernmental 32.9% 3.400
General Government 5.2%
060
Transportation 11.2%
960 . -
Education & Humanities 31.3%
Taxes 59.7% 6.160
Human Resources 40.3%
820
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Epwarp B. HATCHETT, JR.
AubDITORrR OF PuBLIc ACCOuNTS

Independent Auditor’s Report

To the People of Kentucky
The Honorable Paul E. Patton, Governor
Mr. John P. McCarty, Secretary
Finance and Administration Cabinet

We have audited the accompanying general-purpose financial statements of the
Commonwealth of Kentucky as of and for the year ended June 30, 1996. These general-
purpose financial statements are the responsibility of the Commonwealth’s management.
Our responsibility is to express an opinion on these general-purpose financial statements
based on our audit.

We did not audit the financial statements of certain organizational units within the
governmental fund types; the Kentucky Lottery Corporation, Workers’ Compensation
Special Fund, Petroleum Storage Tank Environmental Assurance Program, and
Transportation Cabinet’s Self-Insured Workers’ Compensation Trust Program within the
proprietary fund types; the Pension Trust Funds and the Transportation Cabinet’s portion
of the Agency Funds within the fiduciary fund types; and universities and colleges and
certain other discretely presented component units. These organizational units represent
total assets of 16, 73, 93, and 99.9 percent; total revenues/additions of 13, 73, 93, and
99.9 percent; and total expenditures/expenses/deductions of 15, 70, 76, and 99.9 percent,
respectively, of the related combined totals of the governmental fund types, proprietary
fund types, fiduciary fund types, and discretely presented component units. We also did
not audit certain fixed assets which represent 19 percent of the General Fixed Assets
Account Group. In addition, we did not audit certain long-term obligation accounts which
comprise 44 percent of the total liabilities in the General Long-Term Obligations Account
Group. These organizational unit financial statements and fixed asset and general long-
term obligation accounts were audited by other auditors whose reports thereon were
furnished to us, and our opinion expressed herein, insofar as it relates to the amounts
included for the organizational units, the fixed assets, and the long-term obligations
referenced above, is based solely on the reports of other auditors.

144 CAPITOL ANNEX 2439 U.S. 127 SOUTH
FRANKFORT. KY 40601 AN EQUAL OPPORTUNITY EMPLOYER M/F/D FRANKFORT. KY 40601
TELE. (502) 564-584 1 c% . TELE. (502) 564-7494

FAX (502} 564-2912 FAX (502) 564-7741



To the People of Kentucky

The Honorable Paul E. Patton, Governor
Mr. John P. McCarty, Secretary

Finance and Administration Cabinet
Page 2

We conducted our audit in accordance with generally accepted government
auditing standards except that a portion of the university and college discretely presented
component units was audited in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general-purpose financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general-purpose financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall general-purpose financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of other auditors, the general-
purpose financial statements referenced above present fairly, in all material respects, the
financial position of the Commonwealth of Kentucky as of June 30, 1996, and the results
of its operations and the cash flows of its proprietary fund types and discretely presented
component unit proprietary funds for the year then ended, in conformity with generally
accepted accounting principles.

As disclosed in Note 17, the Commonwealth is involved in litigation concerning
the exemption of certain state employees from overtime provisions of the Fair Labor
Standards Act. The ultimate outcome of the litigation cannot be determined at this time.
The Attorney General’s office has indicated that probable payments could be significant;
however, the amounts to be paid are not reasonably estimable. Therefore, except for a
liability related to the initial plaintiffs, no provision for any liability that may result upon
adjudication of this and similar cases has been made in the accompanying financial
statements. As disclosed in Note 2, the Commonwealth implemented Governmental
Accounting Standards Board (GASB) Statement 24 for the year ended June 30, 1996,
which resulted in an increase of $6,216,000 to the beginning fund balance in the Special
Revenue Fund; the corresponding restricted asset was also recorded. As disclosed in
Notes 2 and 8, the Kentucky Retirement System and Judicial Form Retirement System
early implemented GASB Statement 25, and the Kentucky Retirement System early
implemented GASB Statement 26, for the year ended June 30, 1996; this resulted in a
net decrease in the Systems’ beginning net assets held in trust for pensions and health
insurance of $45,126,000. Also, the Commonwealth early implemented GASB
Statement 27 for these retirement systems. The Teachers’ Retirement System is still
reported in accordance with GASB Statement S requirements.



To the People of Kentucky

The Honorable Paul E. Patton, Governor
Mr. John P. McCarty, Secretary

Finance and Administration Cabinet
Page 3

As disclosed in Note 12, there was a significant increase in the present value of the
aggregate actuarially determined claims liability for the Kentucky Workers’ Compensation
Insurance Program during the year ended June 30, 1996. According to the latest actuarial
report dated October 2, 1996, this increase arose from projection of additional incurred
but not reported claims for the years ended June 30, 1995, and prior. Also as disclosed in
Note 12, the actuarially determined claims liability decreased significantly for the
Petroleum Storage Tank Environmental Assurance Program during the year ended June
30, 1996. According to the latest actuarial report dated February 12, 1996, this decrease
was primarily the result of a decrease in the estimated number of incidents.

Our audit was made for the purpose of forming an opinion on the general-purpose
financial statements taken as a whole. The combining and individual fund and account
group financial statements and schedules included in this report on pages 80 through 163
are presented for purposes of additional analysis and are not a required part of the general-
purpose financial statements of the Commonwealth of Kentucky. Such information has
been subjected to the auditing procedures applied in the audit of the general-purpose
financial statements and, in our opinion, is fairly presented in all material respects in
relation to the general-purpose financial statements taken as a whole.

The Introductory and Statistical Sections presented in this report on pages 2
through 16 and 165 through 176 were not audited by us and, accordingly, we do not
express an opinion thereon.

In accordance with generally accepted government auditing standards, we will also
issue a report on our consideration of the Commonwealth of Kentucky’s internal control

structure and a report on its compliance with laws and regulations.

Respectfully submitted,

CL. ¢ Jhbess
Edward B. Hatchett, Jr.

December 30, 1996
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COMMONWEALTH OF KENTUCKY

COMBINED BALANCE SHEET

ALL FUND TYPES, ACCOUNT GROUPSAND DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 1996

(Expressed in Thousands)

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
ASSETS AND OTHER DEBITS
CASH AND CASH EQUIVALENTS (NOTE 5) $ 280,954 $ 387,878 $ 47,829 $ 32,215
CASH WITH FISCAL AGENTS 31,974
CASH ON DEPOSIT WITH FEDERAL GOVERNMENT
RESTRICTED CASH 6,000
INVESTMENTS, NET OF AMORTIZATION (NOTE 5) 150,667 831,736 265,979 300,673
RECEIVABLES, NET (NOTE 1) 444,218 743,227 101,874 8,822
INTERFUND RECEIVABLES (NOTE 7) 128,491 160,736 345 3,894
INVENTORIES 11,776 30,709
PREPAID EXPENSES
DEFERRED CHARGES
RESTRICTED ASSETS 89,432
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION

CONSTRUCTION IN PROGRESS
OTHER ASSETS
AMOUNTS AVAILABLE FOR DEBT SERVICE
AMOUNTS TO BE PROVIDED IN FUTURE YEARS FOR

RETIREMENT OF GENERAL LONG-TERM OBLIGATIONS

TOTAL ASSETS AND OTHERS DEBITS $ 1,016,106 $ 2,249,718 $ 448,001 $ 345,604
LIABILITIES, EQUITY AND OTHER CREDITS

LIABILITIES:

ACCOUNTS PAYABLE $ 309,744 $ 603,224 $ 1,536 $ 8,660

TAX REFUNDS PAYABLE 147,502

ACCRUED LIABILITIES

INTERFUND PAYABLES (NOTE 7) 37,377 238,014 26,822 794

CLAIMS LIABILITY

CLAIMS ADJUSTMENT LIABILITIES

CAPITAL LEASE OBLIGATIONS (NOTE 10)
NOTES PAYABLE (NOTE 15)

BONDS PAYABLE (NOTE 15)
COMPENSATED ABSENCES (NOTE 1)
AMOUNTS HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
DEFERRED REVENUE 58,092 193,007 100,530 16,240
OTHER LIABILITIES

JUDGEMENTS AND CONTINGENCIES

TOTAL LIABILITIES 552,715 1,034,245 128,888 25,694

EQUITY AND OTHER CREDITS:
CONTRIBUTED CAPITAL (NOTE 1)
INVESTMENT IN FIXED ASSETS (NOTE 1)
RETAINED EARNINGS:

RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED
FUND BALANCE (NOTE 1)
RESERVED FOR:

ENCUMBRANCES 224,912 37,267
STATUTORY OBLIGATIONS 79,601 51,511

CAPITAL OUTLAY 121,708
REVENUE BOND RETIREMENT 1,000 273,319

EMPLOYEE RETIREMENT SYSTEM
RETIREE'S HEALTH INSURANCE

OTHER SPECIFIC PURPOSES (NOTE 1) 211,776 46,293
UNRESERVED:

DESIGNATED FOR HIGHWAY CONSTRUCTION 260,968

DESIGNATED FOR DEBT SERVICE 45,794

DESIGNATED FOR UNIVERSITIES AND COLLEGES

UNDESIGNATED 172,014 630,789 160,935
TOTAL EQUITY AND OTHER CREDITS 463,391 1,215,473 319,113 319,910
TOTAL LIABILITIES, EQUITY AND OTHER CREDITS $ 1,016,106 $ 2,249,718 $ 448,001 $ 345,604

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Fiduciary

Proprietary Fund Types Fund Types Account Groups
Trust General General Totals Totals
Internal and Fixed Long-Term Primary Government Component Reporting Entity

Enterprise Service Agency Assets Obligations (Memorandum Only) Units (Memorandum Only)
$ 159,524 $ 14893 % 1,784,294 $ $ $ 2,707,587 $ 627,698 $ 3,335,285
17,433 49,407 49,407
485,612 485,612 485,612
6,000 6,620 12,620
729,358 10,892 13,696,696 15,986,001 896,777 16,882,778
30,937 2,148 251,726 1,582,952 1,621,629 3,204,581
1,054 7,484 12,830 314,834 52,205 367,039
7,228 4,945 54,658 24,584 79,242
221 816 230 1,267 1,661 2,928
19,729 19,729
89,432 92,570 182,002
14,105 984 76,748 91,837 79,713 171,550
54,916 370 55,286 59,470 114,756
96,290 10,676 2,821 617,576 727,363 1,940,607 2,667,970
66,851 75,624 549,816 692,291 594,761 1,287,052
(132,664) (69,189) (201,853) (107,276) (309,129)
24,044 162,092 186,136 152,747 338,883
240,841 240,841
320,113 320,113 320,113
3,571,612 3,571,612 3,571,612
3$ 1,051,864 $ 59,643 $ 16,251,642 $ 1,406,232 $ 3,891,725 $ 26,720,535 $ 6,304,336 $ 33,024,871
$ 17,020 $ 5516 $ 423,767 $ $ $ 1,369,467 $ 128,497 $ 1,497,964
147,502 147,502
57,019 57,019
5,521 3,634 3,139 315,301 51,738 367,039
1,575,295 69,269 1,644,564 1,644,564
69,931 69,931 69,931
315 6,316 925 7,556 107,455 115,011
500 500 1,992 2,492
3,134,342 3,134,342 2,241,130 5,375,472
5,839 4,948 170,749 181,536 3,078 184,614
542,847 542,847 8,286 551,133
17,117 17,117
569 243 27,401 396,082 45,561 441,643
332,036 497 138,196 470,729 42,778 513,507
447,513 447,513 447,513
2,007,026 89,926 997,651 3,891,725 8,727,870 2,704,651 11,432,521
63,808 758 64,566 96,190 160,756
1,406,232 1,406,232 1,942,030 3,348,262
427,732 427,732
(1,018,970) (31,041) (1,050,011) 137,943 (912,068)
262,179 11,945 274,124
131,112 131,112
121,708 160,165 281,873
274,319 274,319
14,308,257 14,308,257 14,308,257
382,220 382,220 382,220
258,069 585,560 843,629
260,968 260,968
45,794 45,794
238,280 238,280
563,514 1,527,252 (160) 1,527,092
(955,162) (30,283) 15,253,991 1,406,232 17,992,665 3,599,685 21,592,350
3 1,051,864 $ 59,643 $ 16,251,642 $ 1,406,232 $ 3,891,725 $ 26,720,535 $ 6,304,336 $ 33,024,871
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COMMONWEALTH OF KENTUCKY
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES, EXPENDABLE TRUST FUNDSAND

DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
REVENUES (NOTE 1):
TAXES $ 5,104,779  $ 1,050,787 % $
LICENSES, FEES, AND PERMITS 18,492 144,839
INTERGOVERNMENTAL 4,691 3,356,680 33,517
CHARGES FOR SERVICES 3,942 269,455 423
FINES AND FORFEITS 36,335 4,150
INTEREST AND OTHER INVESTMENT INCOME 34,058 67,742 23,927 19,817
OTHER REVENUES 13,388 117,046 173 2,457
TOTAL REVENUES 5,215,685 5,010,699 24,523 55,791
EXPENDITURES:
CURRENT:
GENERAL GOVERNMENT 312,968 181,631
LEGISLATIVE AND JUDICIAL 145,239 2,324
COMMERCE 15,741 26,963
EDUCATION AND HUMANITIES 2,430,095 532,354
HUMAN RESOURCES 1,013,663 2,806,244
JUSTICE 245,772 37,227
NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION 45,267 50,827
PUBLIC PROTECTION AND REGULATION 36,352 57,772
TRANSPORTATION 4,766 1,056,823
CAPITAL OUTLAY 79,245
DEBT SERVICE:
PRINCIPAL RETIREMENT 217,140
INTEREST AND FISCAL CHARGES 171,564
OTHER EXPENDITURES 3,426
TOTAL EXPENDITURES 4,249,863 4,752,165 392,130 79,245
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 965,822 258,534 (367,607) (23,454)
OTHER FINANCING SOURCES (USES)
OPERATING TRANSFERS IN 182,748 594,475 356,670 56,772
OPERATING TRANSFERS OUT (342,529) (702,676) (28,016) (46,831)
TRANSFERS FROM COMPONENT UNITS 2,997
TRANSFERS TO COMPONENT UNITS (749,644) (62,466)
PROCEEDS FROM SALE OF BONDS:
NEW ISSUES 1,973 155,234
REFUNDING ISSUES (NOTE 13) 140,503
PAYMENTS TO REFUNDED BOND ESCROW AGENTS (142,038)
CAPITALIZED LEASES 125 225
TOTAL OTHER FINANCING SOURCES (USES) (906,303) (170,442) 329,092 165,175
EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER
FINANCING USES 59,519 88,092 (38,515) 141,721
FUND BALANCE AT JULY 1 (NOTE 2), AS RESTATED 404,681 1,129,530 357,628 178,189
INCREASE (DECREASE) IN INVENTORIES (809) (462)
INCREASE (DECREASE) IN RESERVE FOR
DEPOSIT WITH FISCAL AGENT (1,687)
FUND BALANCE AT JUNE 30 $ 463,391  $ 1,215,473  $ 319,113 $ 319,910

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Fiduciary
Fund Type

Expendable
Trust

231,143
791
17,286
16

37,984
5,131

Totals
Primary Government
(Memorandum Only)

292,351

6,386,709
164,122
3,412,174
273,836
40,485
183,528
138,195

Component
Units

13,496
42

9
265,714
2,160

10,599,049

Totals
Reporting Entity
(Memorandum Only)

281,423

508,095
147,605
42,713
3,228,163
3,822,067
282,999

96,094
94,126
1,061,589
79,245

217,140
171,564
3,426

6,386,709
164,122
3,412,174
273,836
40,485
183,528
138,195

10,928

9,754,826

2,356

10,599,049

52,423
(14,843)

844,223

2,356

508,095
147,605
45,069
3,228,163
3,822,067
282,999

96,094
94,126
1,061,589
79,245

217,140
171,564
3,426

37,580

1,243,088

(1,134,895)
2,997

(812,110)

157,207
140,503
(142,038)

350

(2,356)

9,757,182

48,508

515,006

(544,898)

2,348

841,867

563,514

299,325

2,585,034
(1,271)

(1,687)

2,348

1,243,088
(1,134,895)

5,345
(812,110)

157,207
140,503
(142,038)

350

2,881,401

®

(152)

(542,550)

(160)

299,317

2,584,882
(1,271)

(1,687)

2,881,241




COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES/FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - ALL BUDGETED FUND TYPES (NOTE 4)

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:

BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS

INTEREST AND OTHER INVESTMENT INCOME

LOTTERY PROCEEDS
OTHER REVENUES
TRANSFERS IN

TOTAL BUDGETED REVENUES
NON-BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS

INTEREST AND OTHER INVESTMENT INCOME

EMPLOYER CONTRIBUTIONS
OTHER REVENUES
ESCHEAT REVENUE
TRANSFERS IN (INTERFUND)
TRANSFERS IN (INTRAFUND)
TOTAL NON-BUDGETED REVENUES

TOTAL REVENUES

EXPENDITURES:

GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL

COMMERCE

EDUCATION AND HUMANITIES

HUMAN RESOURCES

JUSTICE

NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND
REGULATION

TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY
HUMAN RESOURCES
MOTOR POOL RECEIPTS

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER
FINANCING USES

FUND BALANCE/FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS

FUND BALANCE/FUND EQUITY AT JUNE 30

General Fund

Special Revenue

Budget Actual Variance Budget Actual Variance
$ 5,043,202 $ 5,087,752 $ 44,550 $ 784,960 $ 790,182 $ 5,222
19,055 18,491 (564) 92,098 93,283 1,185
4,410 4,692 282
2,235 3,886 1,651 18,915 18,819 (96)
34,645 36,339 1,694 75 33 (42)
25,600 30,398 4,798 28,200 33,941 5,741
132,000 147,000 15,000
8,144 3,022 (5,122) 3,525 1,012 (2,513)
13,125 17,068 3,943
5,282,416 5,348,648 66,232 927,773 937,270 9,497
208,173
52,397
2,912,513
1,010,542
2,384
43,897
74
53 53 179,221
5,251 5,251
30,203 30,203 289,748
654,341
35,507 35,507 5,353,290
5,282,416 5,384,155 101,739 6,290,560
1,460,061 1,169,598 290,463 1,427,887 1,098,691 329,196
154,167 145,137 9,030 4,569 2,240 2,329
126,753 108,682 18,071 29,388 27,836 1,552
2,532,595 2,500,868 31,727 611,788 536,662 75,126
1,044,774 1,019,814 24,960 2,526,254 2,309,912 216,342
255,454 252,723 2,731 94,091 81,026 13,065
46,985 46,257 728 87,820 55,546 32,274
37,804 36,183 1,621 72,476 64,213 8,263
8,200 4,916 3,284 2,618,065 1,256,837 1,361,228
5,666,793 5,284,178 382,615 7,472,338 5,432,963 2,039,375
(384,377) 99,977 484,354 857,597
338 338
3 3
16,974
341 17,315
(384,377) 99,977 484,354 874,912
404,864 404,864 1,419,228
(1,813) (1,813) (878,584)
$ 20,487 $ 503,028 $ 482,541 $ $ 1,415,556 $

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Expendable Trust

Budget

Actual Variance

17,815
14

40,241

231,889
2,211

1,741

293,911

293,911

333,958

256,504 77,454

333,958

256,504 77,454

37,407

Enterprise Internal Service
Budget Actual Variance Budget Actual Variance
$ $ $ $ $
160 274
1
181,375 97,693
803
6,512 452
23,058 5,329
40,784 356
250,452 407
503,144 104,512
503,144 104,512
7,792 5,016 2,776 90,589 86,632 3,957
47,060 43,403 3,657
1,786 1,526 260
10,898 10,581 317
15,924 14,515 1,409
371,019 311,465 59,554 490 423 67
443,581 375,925 67,656 101,977 97,636 4,341
127,219 6,876
127,219 6,876
222,165 45,953
(99,544) (5,731)
$ 249,840 $ $ $ 47,098 $

37,407

448,205
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES/FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - ALL BUDGETED FUND TYPES (NOTE 4)

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES
TRANSFERS IN
TOTAL BUDGETED REVENUES
NON-BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT
EMPLOYER CONTRIBUTIONS
OTHER REVENUES
ESCHEAT REVENUE
TRANSFERS IN (INTERFUND)
TRANSFERS IN (INTRAFUND)
TOTAL NON-BUDGETED REVENUES

TOTAL REVENUES

EXPENDITURES:

GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL

COMMERCE

EDUCATION AND HUMANITIES

HUMAN RESOURCES

JUSTICE

NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND
REGULATION

TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY
HUMAN RESOURCES
MOTOR POOL RECEIPTS

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER
FINANCING USES

FUND BALANCES/FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS

FUND BALANCES/FUND EQUITY AT JUNE 30

Component Units

Budget

Actual Variance

23,139

200

14
642

23,995

23,995

21,545

21,544

21,545

21,544

2,451

2,451
90,832

(2,345)

$ 90,938 $

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN RETAINED EARNINGS/FUND BALANCES
ALL PROPRIETARY FUND TYPES, SIMILAR TRUST FUNDS AND DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

Totals Totals
Fiduciary Primary Reporting
Proprietary Fund Types Fund Types Government Entity
Internal Pension (Memorandum Component (Memorandum
Enterprise Service Trust Only) Units Only)
OPERATING REVENUES:
CHARGES FOR SERVICES $ 329,654 $ 109,084 $ $ 438,738  $ 41,871 480,609
CONTRIBUTIONS 509,002 509,002 509,002
INTEREST AND OTHER INVESTMENT INCOME 38,522 775,807 814,329 128,590 942,919
LOTTERY PROCEEDS 542,845 542,845 542,845
AMORTIZATION OF PREMIUM ON LEASES 96 96
OTHER REVENUES 2,763 941 3,704 47,650 51,354
TOTAL OPERATING REVENUES 913,784 110,025 1,284,809 2,308,618 218,207 2,526,825
OPERATING EXPENSES:
PERSONAL SERVICES 73,479 36,487 109,966 39,308 149,274
UTILITIES, RENTALS, AND OTHER SERVICES 14,415 20,764 35,179 16,081 51,260
COMMODITIES AND SUPPLIES 34,858 24,775 59,633 2,474 62,107
ADMINISTRATIVE EXPENSES 6,589 6,589 6,589
GRANTS AND SUBSIDIES 100 668 768 33,067 33,835
DEPRECIATION AND AMORTIZATION 10,132 5,746 61,607 77,485 13,012 90,497
BENEFITS 388,760 388,760 388,760
REFUND OF CONTRIBUTIONS 8,418 8,418 8,418
INTEREST 84,828 84,828
TRAVEL 1,347 208 1,555 629 2,184
REINSURANCE EXPENSE 888 888 888
CLAIMS EXPENSE 498,330 27,711 526,041 277 526,318
CLAIMS ADJUSTMENT EXPENSE 5,823 5,823 5,823
PRIZE EXPENSE 313,434 313,434 313,434
OTHER EXPENSES 62,625 220 62,845 24,739 87,584
TOTAL OPERATING EXPENSES 1,014,543 117,247 465,594 1,597,384 214,415 1,811,799
OPERATING INCOME (LOSS) (100,759) (7,222) 819,215 711,234 3,792 715,026
NONOPERATING REVENUE (EXPENSES):
INTERGOVERNMENTAL REVENUE 1,359 1,359
GRANTS AND DONATIONS 4,693 4,693
MEMBERSHIP REVENUE 299 299
KENTUCKY CENTER FOR THE ARTS ENDOWMENT 549 549
GAIN (LOSS) ON SALE OF FIXED ASSETS (12) 174) (186) (19) (205)
INTEREST AND OTHER INVESTMENT INCOME 5,736 4 5,740 670 6,410
CHANGE IN ACTUARIAL ESTIMATE 60,103 60,103 60,103
INTEREST EXPENSE (74) (331) (405) (3,378) (3,783)
OTHER REVENUES (EXPENSES) 6 6 (2,467) (2,461)
TOTAL NONOPERATING REVENUES (EXPENSES) 65,759 (501) 65,258 1,706 66,964
INCOME (LOSS) BEFORE OPERATING TRANSFERS
AND EXTRAORDINARY ITEMS (35,000) (7,723) 819,215 776,492 5,498 781,990
OPERATING TRANSFERS IN 44,159 3,365 47,524 47,524
TRANSFERS FROM PRIMARY GOVERNMENT 56,287 56,287
TRANSFERS FROM COMPONENT UNITS 1,500 1,500
OPERATING TRANSFERS OUT (152,096) (3,621) (155,717) (155,717)
TRANSFERS TO PRIMARY GOVERNMENT (881) (881)
TRANSFERS TO COMPONENT UNITS (1,500) (1,500)
NET INCOME (LOSS) (142,937) (7,979) 819,215 668,299 60,904 729,203
ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS 1,647 70 1,717 4,920 6,637
INCREASE (DECREASE) IN RETAINED EARNINGS/
FUND BALANCES (141,290) (7,909) 819,215 670,016 65,824 735,840
RETAINED EARNINGS/FUND BALANCES
AT JULY 1 (NOTE 2), AS RESTATED (877,680) (23,132) 6,235,679 5,334,867 499,851 5,834,718
RETAINED EARNINGS/FUND BALANCES
AT JUNE 30 $ (1,018970) $ (31,041) $ 7,054894 $ 6,004,883 $ 565,675 6,570,558

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF CHANGESIN PLAN ASSETS

PENSION TRUST FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Additions:
Contributions:
Employer
Member
Total contributions

Appropriation for Administrative Expense

Investment Income
Net Appreciation (Depreciation) in Fair Value
of Investments
Interest

Dividends
Income - Real Estate

Total Investment Income

Less: Investment Expense
Net Investment Income
Total Additions

Deductions:
Benefit Payments
Refunds
Administrative Expense
Other Deductions (Net)
Total Deductions

Net Increase

Net Assets Held In Trust for Pension Benefits
Beginning of Year
Adjustments to Net Assets
End of Year

Pension
Benefits

Health
Insurance

258,111
145,068

84,841

Totals

(Memorandum Only)

403,179

84,841

342,952
145,068

301

488,020

2,069,817
155,276

97,356
20,146

34,996
16,600

2,284
616

301

2,342,595

24,641

54,496

2,107

2,104,813
171,876

99,640
20,762

2,317,954

52,389

2,397,091

26,748

2,721,434

137,230

2,370,343

287,811
16,705
5,730
85,057

35,521

2,858,664

395,303

35,521

323,332
16,705
5,730
85,057

2,326,131

101,709

430,824

4,978,923

273,946

2,427,840

(51,691)

6,565

5,252,869

7,253,363

382,220

(45,126)

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPESAND DISCRETELY PRESENTED COMPONENT UNITS
FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Totals Totals
Primary Reporting
Proprietary Fund Types Government Entity
Internal (Memorandum  Component (Memorandum
Enterprise Service Only) Units Only)
CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC $ 839,276 $ 33459 $ 872,735 $ 88,325 $ 961,060
CASH RECEIVED FROM CUSTOMERS - STATE 41,778 74,260 116,038 116,038
COLLECTION OF PROGRAM LOANS 242,697 242,697
PROGRAM LOANS ISSUED (156,999) (156,999)
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES (370,387) (49,492) (419,879) (125,817) (545,696)
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS (77,290) (36,066) (113,356) (37,101) (150,457)
CASH PAYMENTS FOR CLAIMS EXPENSE (288,269) (17,035) (305,304) (305,304)
CASH PAYMENTS (TO) FROM OTHER SOURCES (4,578) 9 (4,569) (4,569)
NET CASH PROVIDED BY OPERATING ACTIVITIES 140,530 5,135 145,665 11,105 156,770
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
PROCEEDS FROM BOND ISSUANCE 162,184 162,184
PROCEEDS FROM SALE OF REVENUE BONDS FOR COST OF ISSUANCE (267) (267)
PRINCIPAL PAYMENT ON DEBT (88,497) (88,497)
DEBT RELATED EXPENSES (66,531) (66,531)
SUBSIDIES 46,842 46,842
NONOPERATING FEES 349 349 349
OPERATING TRANSFERS-IN FROM OTHER FUNDS 57,977 3,565 61,542 49,343 110,885
OPERATING TRANSFERS-OUT TO OTHER FUNDS (155,096) (3,548) (158,644) (2,269) (160,913)
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES (96,770) 17 (96,753) 100,805 4,052
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS (5,451) (2,144) (7,595) (8,660) (16,255)
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS (2,000) (4,164) (6,164) (4,264) (10,428)
INCREASE IN RESTRICTED ASSET-CONSTRUCTION ACCOUNT (23,509) (23,509)
RESTRICTED INCOME-CONSTRUCTION 300 300
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS (48) (48) (3,342) (3,390)
PROCEEDS FROM SALE OF EQUIPMENT 327 252 579 4 583
CONTRIBUTED CAPITAL 27,607 27,607
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES (7,172) (6,056) (13,228) (11,864) (25,092)
CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES (1,114,343) (4,941) (1,119,284) (1,131,089) (2,250,373)
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES 1,079,591 1,079,591 1,271,245 2,350,836
INTEREST AND DIVIDENDS ON INVESTMENTS 34,826 463 35,289 41,923 77,212
NET CASH USED IN INVESTING ACTIVITIES 74 (4,478) (4,404) 182,079 177,675
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 36,662 (5,382) 31,280 282,125 313,405
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 122,862 20,275 143,137 78,841 221,978
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 159,524 $ 14,893 $ 174,417 $ 360,966 $ 535,383
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RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:

OPERATING INCOME (LOSS)

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET

CASH PROVIDED BY OPERATING ACTIVITIES:

DEPRECIATION AND AMORTIZATON
INTEREST AND OTHER INVESTMENT INCOME
SUBSIDIES
INTEREST EXPENSE
MISCELLANEOUS NONOPERATING INCOME (EXPENSES)
CHANGE IN ASSETS AND LIABILITIES:

(INCREASE) DECREASE IN RECEIVABLES, NET
(INCREASE) DECREASE IN INTERFUND RECEIVABLES
(INCREASE) DECREASE IN INVENTORIES

(INCREASE) DECREASE IN PREPAID EXPENSES
(INCREASE) DECREASE IN OTHER ASSETS

INCREASE (DECREASE) IN ACCOUNTS PAYABLE
INCREASE (DECREASE) IN INTERFUND PAYABLES
INCREASE (DECREASE) IN CLAIMS LIABILITY
INCREASE (DECREASE) IN CLAIMS ADJUSTMENT LIABILITY
INCREASE (DECREASE) IN COMPENSATED ABSENCES
INCREASE (DECREASE) IN OTHER LIABILITIES
INCREASE (DECREASE) IN DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

RECONCILIATION OF CASH AND CASH EQUIVALENTS, JUNE 30, 1996

PER COMBINED BALANCE SHEET

LESS: UNIVERSITIES

CASH AND CASH EQUIVALENTS FOR

PROPRIETARY COMPONENT UNITS

Totals Totals
Primary Reporting
Proprietary Fund Types Government Entity
Internal (Memorandum  Component (Memorandum
Enterprise Service Only) Units Only)
$ (100,759) $ (7,494) $ (108,253) $ 3792 $ (104,461)
10,132 5,746 15,878 12,916 28,794
(39,028) (442) (39,470) (9,956) (49,426)
(32,988) (32,988)
13,816 13,816
60,113 (335) 59,778 7,310 67,088
(3,224) 20 (3,204) 10,440 7,236
103 325 428 428
(636) (54) (690) 88 (602)
(46) (95) (141) (80) (221)
128 128 (4,412) (4,284)
48,793 (143) 48,650 6,892 55,542
1,888 (1,209) 679 9) 670
163,528 8,617 172,145 172,145
6,927 6,927 6,927
353 308 661 833 1,494
41 41 998 1,039
(7,783) (109) (7,892) 1,465 (6,427)
$ 140,530 $ 5135 $ 145665 $ 11,105 $ 156,770
Component
Units
$ 627,698
(266,732)

$ 360,966

THE PROPRIETARY FUND ACQUIRED ASSETS OF $22,323(000) THROUGH NON-CASH TRANSACTIONS. CONTRIBUTED CAPITAL TOTALED $19,275,(000).

CAPITAL LEASES TOTALED $3,048,(000). PAYMENTS FOR PRINCIPAL AND INTEREST FOR THE YEAR WERE $534,(000) AND $15,(000), RESPECTIVELY.

GRAND PRIZE INVESTMENTS AND THE RELATED PRIZE LIABILITY WERE INCREASED DURING THE YEAR BY APPROXIMATELY $16,553,(000) ACCRETION

OF INTEREST.

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Totals
June 30, 1996
REVENUES:
TUITION AND FEES 319,913
FEDERAL GRANTS AND CONTRACTS 136,265
STATE/LOCAL GRANTS AND CONTRACTS 30,888
PRIVATE GIFTS, GRANTS AND CONTRACTS 28,822
ENDOWMENT INCOME 4,512
SALES AND SERVICES OF EDUCATION ACTIVITIES 44,840
SALES AND SERVICES OF AUXILIARY ENTERPRISES AND HOSPITALS 352,634
OTHER REVENUES 140,834
TOTAL CURRENT REVENUES 1,058,708
EXPENDITURES AND TRANSFERS:
EDUCATIONAL AND GENERAL:
INSTRUCTION 517,654
RESEARCH 79,720
PUBLIC SERVICE 140,443
ACADEMIC SUPPORT 92,894
LIBRARIES 46,752
STUDENT SERVICES 70,650
INSTITUTIONAL SUPPORT 110,810
STUDENT FINANCIAL AID 142,629
MAINTENANCE AND OPERATION 101,570
OTHER EXPENDITURES 463
TOTAL EDUCATIONAL AND GENERAL EXPENDITURES 1,303,585
MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST 66,824
LOAN FUND 275
UNEXPENDED PLANT FUND 1,374
RETIREMENT OF INDEBTEDNESS 120
NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED (25,804)
CURRENT FUND - RESTRICTED (3,256)
LOAN FUND 20
ENDOWMENT AND SIMILAR FUNDS 141
UNEXPENDED PLANT FUND 31,829
RETIREMENT OF INDEBTEDNESS 716
RENEWAL AND REPLACEMENT 1,225
TOTAL EDUCATIONAL AND GENERAL 1,377,049
AUXILIARY ENTERPRISES AND HOSPITALS:
EXPENDITURES 325,095
MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST 12,582
RENEWAL AND REPLACEMENT 81
RETIREMENT OF INDEBTEDNESS 1,117
NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED 13,046
AUXILIARY ENTERPRISES AND HOSPITALS - UNRESTRICTED
FOUNDATIONS
UNEXPENDED PLANT FUND 2,830
RENEWAL AND REPLACEMENT 40,644
TOTAL AUXILIARY ENTERPRISES AND HOSPITALS 395,395
TOTAL EXPENDITURES AND TRANSFERS 1,772,444
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):
TRANSFERS FROM PRIMARY GOVERNMENT 709,478
TRANSFERS TO PRIMARY GOVERNMENT (4,260)
EXCESS OF RESTRICTED RECEIPTS OVER TRANSFERS TO REVENUE 12,116
INDIRECT COST RECOVERED 5,264
REFUNDS TO GRANTORS (202)
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS) (301)
NET INCREASE (DECREASE) IN FUND BALANCE 8,359




COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF CHANGESIN FUND BALANCES

ALL UNIVERSITY AND COLLEGE FUNDS
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES AND OTHER ADDITIONS:
EDUCATIONAL AND GENERAL REVENUES
AUXILIARY ENTERPRISES AND HOSPITALS REVENUES
INDIRECT COST RECOVERED
RESTRICTED GRANTS AND CONTRACTS
RESTRICTED GIFTS AND GRANTS
ENDOWMENT INCOME
INTEREST AND OTHER INVESTMENT INCOME
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
OTHER REVENUE AND ADDITIONS

TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS:
EDUCATIONAL AND GENERAL EXPENDITURES
AUXILIARY ENTERPRISES AND HOSPITALS EXPENDITURES
REFUNDS TO GRANTORS
ADMINISTRATIVE, COLLECTION, AND LITIGATION COSTS
LOAN CANCELLATIONS
PAYMENT TO BENEFICIARIES
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
INTEREST PAYMENTS
DISPOSAL OF PLANT FACILITIES
NOTES ISSUED
OTHER EXPENDITURES
TOTAL EXPENDITURES AND OTHER DEDUCTIONS

TRANSFERS AMONG FUNDS - ADDITIONS (DEDUCTIONS):
NON-MANDATORY TRANSFERS FOR:
TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT
TOTAL TRANSFERS AMONG FUNDS
INCREASE (DECREASE) IN FUND BALANCE
FUND BALANCE AT JULY 1, (NOTE 2) AS RESTATED

FUND BALANCE AT JUNE 30

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Totals
June 30, 1996

514,145
352,907
4,780
287,415
53,173
4,539
27,252
118,688
52,878
108,479

1,524,256

1,302,833
325,095
147

543
970
558
78,363
52,912
46,564
49,546
5,908
151,274

2,014,713

755,823
(4,464)

751,359

260,902

2,677,078

2,937,980
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Note 1

SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation - The accompanying financial state-
ments have been prepared in conformity with generally accepted
accounting principles (GAAP) as prescribed by the Governmental
Accounting Standards Board (GASB). The financial statements
for the University and College Funds have been prepared in
conformity with generally accepted accounting principles as pre-
scribed by the AICPA Audit Guide, Auditsof Collegesand Univer-
sities.

B. Financial Reporting Entity - For financial reporting purposes,
the Commonwealth of Kentucky includes all fund types, account
groups, departments, and agencies of the Commonwealth, aswell
as boards, commissions, authorities, corporations, colleges, and
universities. These organizational entities comprise the reporting
entity of the Commonwealth and are reported in accordance with
GASB 14. Consequently, the reporting entity includes organiza-
tionsthat arenot legally separatefromthe primary government and
those which are legally separate. Organizations, not legally
separate, are reported as part of the primary government. Legally
separate organizations are reported as component units if either,
the Commonwealth isfinancially accountable or whose exclusion
would cause the Commonweslth's financial statements to be
misleading or incomplete. Component units may be blended or
discretely presented. Blended component units either provide
their servicesalmost entirely or exclusively to the primary govern-
ment or their governing body is substantively the same as the
governing body for the primary government. All other component
units are discretely presented.

Auditedfinancial statementsareavailablefor thefollowing blended
component units: Kentucky Lottery Corporation and the Ken-
tucky Turnpike Authority. Audited financia statementsare avail-
ablefor al discretely presented component units except the Agri-
cultural Finance Authority and the Kentucky Grain Insurance
Corporation. (See page 77 for complete list of component units
addresses.)

Blended Component Units

The following legally separate organizations provide services
entirely, or almost entirely to the State or otherwiseexclusively, or
almost exclusively, that benefit the State, and therefore, these
organizations balances and transactions are reported as though
they werepart of the State'sprimary government using theblending
method.

State Property and Buildings Commission (KRS 56.450)

This commission is a public body corporate created to issue all
revenuebondsfor state agenci es, unlessthose agenciesare specifi-

cally authorized by other provisions of the Kentucky Revised
Statutes to issue bonds. The commission is composed of six ex
officiomembers.

Kentucky River Authority (KRS 151.710)

TheKentucky River Authority possessesthe corporate powersthat
would distinguish it as being legally separate from the Common-
wealth. This authority's sole purpose is the maintenance of the
Commonwealth's locks and dams on the Kentucky River. The
Governor appoints the ten members of this authority.

Kentucky L ottery Corporation (KRS 154A.020)

The Kentucky Lottery Corporation is empowered by the Legisla-
ture to administer the Kentucky state lottery games. The board of
directorsis comprised of seven members appointed by the Gover-
nor with the advice and consent of the Senate.

School Facilities Construction Commission (KRS 157.617)

The commission is an independent corporate agency and instru-
mentality of the Commonwealth. The purpose of the Commission
istoassist local school districtsin meeting the school construction
needs of the Commonwealth in a manner which will ensure an
equitable distribution of funds based upon unmet needs. One ex
officio member and eight members appointed by the Governor
comprise the Commission. The Commission was audited in
conjunction with the Commonwealth's financial statements.

Turnpike Authority of Kentucky (KRS 175.430)

The Turnpike Authority is a body corporate and politic created
solely to perform essential governmental functionsandto servethe
public purposes of constructing, acquiring, financing, and operat-
ing turnpike and other road projects for the use, safety, conve-
nience and general welfare of thetraveling public, by leasing such
projectsto the Transportation Cabinet. The seven membersof the
authority are all ex officio members, including the Governor.

Board of Agriculture (KRS 246.120)

The board is abody corporate created to act as an advisory board
to the Commissioner of Agriculture and aid him in the collection
of information concerning crops and in the promulgation of
industrial information and act as an immigration committee. The
board consists of ninemembers, two ex officio membersand seven
citizens of the Commonwealth appointed by the Governor.

Kentucky Savings Bond Authority (KRS 293.030)

The authority is a body corporate and politic created to promote
investment by the general public in bonds of the Commonwealth
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and to reduce interest costs to the Commonwealth or its agencies.
The authority consists of seven commissioners, three ex officio
members and four members appointed by the Governor.

State Board of Physical Therapy (KRS 327.030)

The board is a body created to enforce the statutes relating to the
licensing and regulation of physical therapists. The board hasthe
power to institute criminal proceedings in the name of the Com-
monwealth against violators of statutes pertaining to physica
therapists. The board consists of five members appointed by the
governor.

Discretely Presented Component Units

The component units' columns in the combined financial state-
ments include the data of the following organizations. They are
reported in a separate discrete column that is labeled as " Compo-
nent Units' to emphasize these organizations separateness from
the State's primary government.

Bluegrass State Skills Corporation (KRS 154.12-205)

This corporation was created and established to improve and
promote the employment opportunities of the citizens of the Com-
monwealth by assisting the Economic Development Cabinet in
creating and expanding programs of skillstraining and education.
Theboard of directorsconsistsof eighteen members, fiveex officio
members and thirteen members appointed by the Governor.

Kentucky State Fair Board (KRS 247.090)

This board is a body corporate created to account for revenues
earned and expensesincurred in the commercia operations of the
StateFair Board. Twelvememberscomposetheboard, 3ex officio
members, the other nine appointed by the Governor.

Kentucky Center for the Arts Corporation (KRS 153.410)

The Center for the Artsisabody corporate created by the General
Assembly to promote the growth and development of the arts,
convention trade, tourism and hotel industries within Jefferson
County and the Commonwealth. The board consists of fifteen
members appointed by the Governor.

Kentucky Educational Television Authority (KRS 168.030)

KET isapublic body corporate and politic created to prescribe and
enforceregulationsgoverning theuse of educational televisionand
television facilitiesand related functions. KET also produces and
transmits educational television programs. The authority consists
of nine members, five being appointed by the Governor. A
component unit of KET is the Kentucky Educational Television
Foundation. Thefoundationisanon-profit Kentucky corporation,
which receives, holds and administers giftsand grantsin the name
of and with the approval of the authority.

Kentucky Economic Development Finance Authority (KRS 154.20-
010)

KEDFA possessesthe corporate powers necessary to distinguish it
as being legally separate from the Commonweal th and was estab-
lished to assi st businessenterprisesin obtaining financial resources
in order to promote the Commonwealth's long-term economic
growth. TheKentucky Economic Development Partnership board
appoints the five members of this authority. Additionally, other
component units of the authority include: The Commonwealth
Small Business Development Corporation, the Kentucky Indus-
trial Development Authority, the Kentucky Industrial Revitaliza-
tion Authority, Kentucky JOBS Development Authority, and the
Kentucky Mortgage Insurance and Guarantee Corporation. The
financial statements of the component units have been combined
with those of the authority.

Kentucky Higher Education Assistance Authority (KRS 164.742)

Thisauthority isabody corporateand politic createdtoimprovethe
higher education opportunities of persons who are attending or
planning to attend eligible institutions, and by insuring €eligible
student loans.

Kentucky Higher Education Student Loan Corporation (KRS
164A.050)

KHESLC is a body corporate and public created to perform
essential governmental and public functions and purposes in
improving and promoting the education opportunities of the citi-
zens of the Commonwealth. The board of directors consists of
seven members, three ex officio members and four members
appointed by the Governor.

Kentucky Educational Savings Plan Trust (KRS 164A.310)

Thistrust was established to encourage citizensto invest fundsfor
future educationa use, and to create an endowment fund, the
income from which will be available to participants savings.

Kentucky Housing Corporation (KRS 198A.030)

TheHousing Corporationisabody corporate and public created to
perform essential governmental and public functionsinimproving
and promoting the health and welfare of the citizens of the
Commonwealth by the production of residential housing in Ken-
tucky. The board of directors consists of six ex officio members
and eight members appointed by the Governor.

Kentucky Infrastructure Authority (KRS 224A.030)

The authority is a body corporate and politic created solely to
perform essential governmental functions and to serve the public
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agenciesinthe Commonweal thwith respect to the construction and
acquisition of infrastructureprojects. Theboard consistsof fiveex
officio members and three members appointed by the Governor.

Kentucky Agricultural Finance Corporation (KRS 247.944)

KAFC isacorporation created to improve and promote the health
and general welfare of the peoplethrough the promotion of agricul-
ture. Theboard of directorsconsistsof threeex officiomembersand
nine members appointed by the Governor.

Kentucky Grain Insurance Corporation (KRS 251.620)

KGIC is a body politic created to promote the state's welfare by
improving the economic stability of agriculture and protecting
grain producersintheevent of thefinancial failureof agraindealer
or warehousemen. Theboard of directorsconsistsof four ex officio
members and six members appointed by the Commissioner of the
Department of Agriculture.

Kentucky Loca Correctional Facilities Construction Authority
(KRS 441.615)

Thisauthority isabody corporate and politic created to provide an
additional and alternative method of constructing, reconstructing,
improving or repairing and financing jails and appurtenant facili-
tiesfor any local governmentinthe Commonwealth. Themember-
ship consists of six ex officio members and four members ap-
pointed by the Governor.

State Colleges and Universities (KRS 164.350)

Each board of regents or board of trustees are appointed by the
Governor, and constitute a body corporate with the power to
receive and administer revenue and property.

C. Fund Structureand Basisof Accounting - Primary Gover n-
ment - The accompanying financial statementsare structured into
threefund categoriesand two account groups. Thefund categories
includegovernmental funds, proprietary fundsandfiduciary funds.
Account groups are presented for general fixed assets and genera
long-term obligations.

Governmental Fundsinclude:

General Fund - accounts for financial resources appropriated by
the General Assembly which are not required to be accounted for
in another fund.

Special Revenue Funds - account for specific revenue sources,
other thanfor expendabl etrustsor major capital projects, dedicated
to specific operations.

Debt Service Fund - accounts for the accumulation of resources
for, and the payment of, general long-term obligation principal,
interest, and related administrative costs.

Capital ProjectsFund - accountsfor financial resourcesappropri-
ated by the General Assembly for the acquisition, construction, or
renovation of major capital facilities, and for the acquisition of
major equipment, other than those financed by proprietary funds
and certain trust funds.

All of the governmental funds (wherethe measurement focusison
the flow of current financial resources) are accounted for on the
modified accrual basis of accounting. In accordance with the
modified accrual basis of accounting, revenues are recognized
when they become both measurable and available to finance
expenditures of the fiscal period. Available revenue will be re-
ceived within 30 days. Principal revenue sources accounted for on
themodified accrual basisincludefederal grants, salesand usetax,
coal severancetax, property tax, departmental fees, income taxes,
and interest income. Motor vehicleregistration fees and finesand
forfeitures are accounted for on the cash basis. Generally and
except asotherwise provided by law, property taxesare assessed as
of January 1, levies (mailed) September 15, due at discount
November 1, due at face value December 31, delinquent January
1 following the assessment, and subject to lien and sale February
1followingthedelinquency date. Expendituresarerecorded at the
time liabilities are incurred except: (1) inventories generally are
considered expenditures at acquisition; (2) prepayments usually
are accounted for as expenditures of the period of acquisition; (3)
principal and interest on long-term debt are recorded when paid;
and (4) compensated absencesare accounted for asexpenditures of
the period when used. Encumbrances represented by executed and
unperformed contracts, which have been approved by the Finance
and Administration Cabinet, at year end are reported as reserva-
tionsof fund balancefor subsequent year expenditureinthe Capital
Projects and Transportation Funds. Encumbrances in all other
funds lapse at the end of the fiscal year.

Proprietary Funds:

The State has adopted the provisions of GASB Statement No. 20,
"Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Fundsthat use Proprietary Fund Accounting.”
Aspermitted by GASB Statement No. 20, theprimary government's
proprietary funds have elected not to adopt FASB Statements or
Interpretationsissued after November 30, 1989, unlessthe GASB
specifically adoptssuch FASB Statementsor Interpretations. Each
proprietary component unit hasindividually made this election as
disclosed in their separate audit reports.

Enterprise Funds - account for those public corporations empow-

ered by the Kentucky Revised Statutes (KRS) to provide certain
services to the citizens of Kentucky and the operation of State
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agenciesthat provide goods or servicesto the general publicona
user charge basis. Also included are the operations of the State’ s
risk management pools.

I nternal Service Funds- account for financing goodsand services
provided by one agency of the Commonwealth primarily to other
agencies or governments on a cost reimbursement basis.

All of theproprietary funds(wherethemeasurement focusisonthe
flow of economic resources) are accounted for ontheaccrual basis
of accounting. Accordingly, revenues are recognized when they
areearned and becomemeasurable. Expensesarerecognized at the
time liabilities are incurred.

Fiduciary Fundsinclude:

Expendable Trust Funds - account for assets held by the Com-
monwealth asalegal trustee when both principal and interest may
be expended for designated purposes.

Pension Trust Funds- account for moniesreceived for, expenses
incurred by, and net assets available for plan benefits of the
various public employee retirement systems.

Agency Funds - account for monies held by the Commonwealth
and deferred compensation plans for custodia purposes only.

Expendable Trust and Agency Funds are accounted for on the
modified accrual basis of accounting and arereported in the same
manner as governmental fund types. Pension Trust Funds are
accounted for on the accrual basis of accounting and reported in
the same manner as proprietary fund types.

Account Groupsinclude:

General Fixed Assets Account Group - accounts for fixed assets
acquired or constructed for general governmental purposes other
than those of the proprietary and fiduciary fund types.

General Long-Term Obligations Account Group - accounts for
unmatured general long-term liabilities of the Commonwealth
other than those of the proprietary and fiduciary fund types.

Certain obligations included in the General Long-Term Obliga-
tions Account Group for the State Property and Buildings Com-
mission are also reflected in the statements as investments: The
State Property and Buildings Commission issued $41,380,000
Taxable University Refunding bonds. The proceeds from this
issue were used to purchase certain outstanding Housing and
Dining Revenue bonds of the State’'s universities. The income
from the Housing and Dining bonds will be used to pay the debt
service on the Project Revenue bonds. Savings will be used to
reduce the universities’ debt service requirements. See Note 15
for additional information.

D. Component Units - presentation of the underlying fund types
of theindividual component units reported in the discrete column
is available from each respective component unit's separately
issued financial statements.

E. Budgetary Process and Control - The Commonwealth of
Kentucky requires that each branch of government prepare and
submit arecommended budget to the General Assembly for each
of thetwo fiscal yearsto beincluded in abiennial budget. These
budgets are prepared principally on the cash basis. The Legisla-
turereviewsthese budget requests, makesany necessary revisions,
and legally adoptsabiennial budget for each of the three branches
of government. The Governor has the power to approve or veto
each bill, subject to legislative override.

Thefinancial plan for each fiscal year, as presented in abranch
budget recommendation, shall be adopted with such modifica-
tionsas made by the General Assembly (and explainedinabudget
memorandum) by the passage of the budget bill and such revenue
and other acts necessary for the purpose. A budget bill shall not
beeffective past July 1 of theyear inwhichthe next regular session
takesplace.

Budgetary control is maintained at the budget unit level as
designated by the L egislature (i.e., function, major program area,
program, or unit of organization).

Appropriationsfor the General Fund and Road Fund shall be based
upon revenue estimates prepared by the Finance and Administra-
tion Cabinet and modifications made by the appropriations com-
mittee of the General Assembly. Official revenue estimates are
not made for the other budgetary funds.

Thefundswhich havelegally adopted annual budgetsaspart of the
primary government includethefollowing: General, Transporta-
tion, Federal, Agency Revenue, State Parks, Industries for the
Blind, Horse Park, Insurance Administration, Computer Services,
Central Stores, Telecommunications, Prison Industries, Central
Printing, Property Management, and Risk Management. In addi-
tion, the State Fair Board Fund, which is shown as a discretely
presented component unit, has alegally adopted budget. Capital
Projects are budgeted on a project length basis.

The funds allotted for each purpose of expenditure shall be used
for no other purpose, except that the head of any budget unit, with
the approval of the Secretary of the Finance and Administration
Cabinet, may transfer allotted funds from one purpose of expen-
diture to another within the budget unit. No revisions of the
allotment schedule may provide for an allotment or allotmentsin
excess of the amount appropriated to that budget unit in a joint
budget resolution or for expenditure for any other purpose than
specified in ajoint budget resolution and a budget memorandum.
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However, budgetary funds except General Fund, Transportation
Fund, and Capital Projects Fund, may be amended in an amount
uptotheactual receipts(not to exceed 5%) by an Adviceof Change
Order from the Secretary of the Finance and Administration
Cabinet. No supplemental appropriations were required during
thisfiscal year.

Encumbrance accounting is utilized for budgetary control pur-
poses. Encumbrances outstanding at year end for long-term
construction contracts other than commitments of a continuing
nature are reported asreservations of fund balance for subsequent
year expenditures. All other encumbered and unencumbered
appropriations lapse at the end of each fiscal year except in the
Capital Projects and Transportation Funds, which have project
length budgets. Encumbrancesare carried forward asrevisionsto
appropriations.

Theannual budget is prepared principally onthe cash basis, which
basisdiffersfromgenerally accepted accounting principles(GAAP).
A reconciliation between the budgetary basisand the GAAPbasis
is presented in Note 4.

F. Cash and Cash Equivalents - In addition to bank accounts,
cash on hand, and imprest cash, this classification includes short-
term investments with a maturity of 90 days or less, from date of
purchase. Cash equivalents are generally stated at cost, which
approximates market. Deferred Compensation amounts are re-
ported at market. Short-term investments, classified as cash
equivalents at June 30, 1996, are $2,545,234,340.

G. Investments - This classification includes long-term invest-
ments which are stated at cost, amortized cost, or fair value.
Investments of the Deferred Compensation Plan are reported at
market value. See Note 5 for investment detail.

H. Receivables - Receivables in the Commonwealth’s govern-
mental and fiduciary funds primarily consist of Federal revenues,
taxes, and interest on investments. Some governmental fund
revenues are not susceptible to accrual prior to receipt, including
licenses, fees, permits, and similar revenueswhich arerecognized
onthecashbasis. Receivablesinall other fundshaveariseninthe
ordinary course of business. Receivables in the governmental
funds are reported net of allowances for uncollectibles. The
allowance for uncollectibles amounted to $422,421,721.

I. Interfund Transactions- The Commonwealth hasthe follow-
ing types of interfund transactions:

Quasi-external Transactions- Chargesfor services rendered by
one fund to another that are treated as revenues of the recipient
fund and expenditures or expenses of the disbursing fund.

Reimbursements - Reimbursement of expenditures made by one
fund for another are recorded as expenditures in the reimbursing
fund and as a reduction of expenditures in the reimbursed fund.

Residual Equity Transfers- Nonroutine or nonrecurring transfers
between funds are reported as additions to or deductions from the
fund equity balance.

Operating Transfers - Legally authorized transfers other than
residual equity transfers are reported as operating transfersin the
financial statements.

The composition of theinterfund transactionsis presented in Note
7.

J. Inventories- Inventoriesinthegovernmental fundsand similar
trust funds consist of expendable supplies held for consumption,
the costs of which are recorded as an expenditure at the time of
purchase. Reserves of fund balance have been established for the
inventory balances for governmental funds. Inventories in the
proprietary funds and similar trust funds consist of both expend-
able supplies held for consumption and the cost of goods held for
resale, the costs of which are recorded as an expense as they are
used. Inventoriesarevalued at cost (first-in, first-out, or average
cost).

K. Fixed Assets and Depreciation-General Fixed Assets - All
fixed assets acquired or constructed for general governmental
purposes are reported as expendituresin the fund that financesthe
asset acquisition. Fixed assets are valued in the General Fixed
Assets Account Group at historical cost, estimated historical cost
or fair market valueat timeof donation. Buildingsof $617,576,000
at June 30, 1996, were valued as follows: $351,154,000 at
estimated historical cost, $265,550,000 at historical cost and
$872,000 at fair market value at time of donation. Land of
$76,748,000 at June 30, 1996, wasvalued asfollows: $33,473,000
at estimated historical cost, $30,199,000 at historical cost, and
$13,076,000 at fair market value at time of donation. The
estimates of historical cost were based on appraised value, as of
June 30, 1986, indexed to the date of acquisition. Also, public
domain (infrastructure) general fixed assets such as highways,
curbs, bridges, and right-of -waysarenot capitalized. Nodeprecia-
tionis provided on general fixed assets.

Proprietary and Similar Fiduciary Fund Types - Fund fixed
assets acquired or constructed have been stated at historical cost,
estimated historical cost, or fair market value at the time of
donation. Historical cost has been estimated for approximately
eighty-seven percent (87%) of theland cost andfifty-seven percent
(57%) of the proprietary fund’ sbuildings cost as of June 30, 1996.
The estimate of historical cost was based on appraised val ue as of
June 30, 1986, indexed to the date of acquisition. Land and
buildings acquired after June 30, 1986, have been valued at
historical cost. They are being depreciated principally on a
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straight-line basis over estimated useful lives ranging from 20 to
50yearsfor buildings, 3to 25 yearsfor machinery and equipment,
and 10 to 60 years for improvements other than buildings.

It is the Commonwealth’'s policy to capitalize interest expense
incurred on significant assets in proprietary funds during their
construction in accordance with FASB Statement No. 62.

The discretely presented component unit financial statements of
TheKentucky Center for the Arts, Fiscal Y ear 1996, do not contain
the Center’sfixed assets. The Finance and Administration Cab-
inet, Division of Accounts, Financial Reporting Branch, has
adjusted the discretely presented component units column on the

appropriate combined statements included in the Commonwealth
of Kentucky Comprehensive Annual Financial Report for the'Y ear
Ended June 30, 1996, to add dollar amounts for fixed assets,
depreciation, and contributed capital associated withthe Center in
order to satisfy GAAP requirements regarding the State financial
reporting entity.

L. Fund Equity Reserves and Designations - The Common-
wealth’s fund balance reserves represent those portions of fund
balance (1) not appropriable for expenditure, or (2) legally segre-
gatedfor aspecificfutureuse. Designated portionsof fund balance
represent tentative managerial plansfor financial resource utiliza-
tion in afuture period.

Fund Balance Reserved for Other Specific Purposes
(Expressed in Thousands)

Component
Primary Government Units
Specid

Generd Revenue Universities
Loans $ $ 8,983 $
Inventories 11,776 30,709
Restricted gifts, grantsand contracts 585,560
Depositwithfiscal agents 5,601
Compensatingbal ancewithdepositories 1,000
Budget Stabilization 200,000
TOTALS $ 211,776 $ 46,293 $ 585,560

M. Long-Term Obligations - Long-term liabilities that will be
financed from governmental funds and expendable trust funds are
accounted for in the General Long-Term Obligations Account
Group. These long-term liabilities include the following:

1. Payments of principal and interest for general obligation debt
and revenue bonds which are recorded as expendituresin the Debt
Service Fund.

2. Compensated absences reported in the General Long-Term
Obligations Account Group include accumulated unpaid vacation
and compensatory time accruals. The amount accruing to
proprietary funds and pension trust funds has been included in
the respective funds when material.

Thepolicy of the Commonwealthistorecord the cost of annual and
compensatory leave. Annua leave is accumulated at amounts
ranging from 7.5 to 13.13 hours per month, determined by length
of service, with maximum accumulations ranging from 30 to 60
days. The calendar year is the period used for determining
accumulated leave. At June 30, 1996, the estimated liability for
accrued annual leave for the governmental and Primary Govern-
ment proprietary fundswas $132,959,577 and $8,569,158, respec-
tively. Compensatory leaveisgranted to authorized employeeson
an hour-for-hour basis. At June30, 1996, theestimated|liability for
compensatory leaveinthegovernmental and Primary Government
proprietary funds was $37,789,337 and $2,217,971, respectively.

Sick leavefor thePrimary Government isearned oneday per month
with unlimited accumulation. All of the qualifying retiring em-
ployees sick leave balances, expressed in months, shall be added
to their service credit for the purpose of determining their annual
retirement. There is no liability in the accompanying financia
statements for unpaid accumulated sick leave, since it is the
Commonwealth’ spolicy to record the cost of sick |leave only when
paid. SeeNote 17 for disclosure of theamount of thiscontingency.
The component units have varying policies for compensated
absences. Information regarding these policiesis availablein the
audited financial statement of each component unit.

3. Outstanding capital lease obligations for governmental funds
and expendabletrust fundsarereported in the General Long-Term
Obligations Account Group.

4. Judgements and contingent liabilities of governmental funds
which will not be paid with current resources are reported in the
General Long-Term Obligations Account Group.

5. Long-term liabilities of all proprietary and pension trust funds
are accounted for in the respective funds.

L ong-term obligations exclude those amounts reported as expen-
dituresfor compensated absences, judgements, contingencies, and
employer pension contributions in the governmental funds which
aretheamountsthat would normally beliquidated with expendable
available financial resources.
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N. Contributed Capital - The Proprietary Funds receive general
fund appropriations and proceeds of revenue bonds for the
acquisition of specific fixed assets. The debt service for these
bonds is paid by the Commonwealth’s General Fund and the
liability isreportedinthe General Long-Term ObligationsAccount
Group. Theassetsacquired withthe proceedsof therevenue bonds
are accounted for in the proprietary funds with an offsetting entry
to contributed capital.

(Expressed in Thousands)

Primary Government - Enter prise Fund

Contributed capital as of June 30, 1995 $ 65913
Additions: Fiscal Y ear 1996 19,036

$ 84,949
Amortization through June 30, 1995 $ (19,494)
Additions: Fiscal Y ear 1996 (1,647)

(21,141)

Net contributed capital as of June 30, 1996 $ 63,808
Primary Government - Internal Service Fund
Contributed capital as of June 30, 1995 $ 866
Additions: Fiscal Y ear 1996 60

$ 926
Amortization through June 30, 1995 $ (98)
Additions: Fiscal Y ear 1996 (70)

$ 168
Net contributed capital as of June 30, 1996 $ 758
Component Units- Proprietary Funds
Contributed capital as of June 30, 1995 $ 160,757
Additions: Fiscal Year 1996 179

$ 160,936
Amortization through June 30, 1995 $ (59,826)
Additions: Fiscal Year 1996 (4,920)

$ (64,746)
Net contributed capital as of June 30, 1996 $ 96,190

O. Totals- Memorandum Only - Total columns (memorandum
only) havebeen addedto certain statementstoreflect total sfor both
the primary government and the reporting entity. These columns
are presented for overview informational purposes and do not
represent consolidated financia information.

Note 2

CHANGESIN ACCOUNTING PRINCIPLES, REPORTING
PRACTICES, AND PRIOR PERIOD ADJUSTMENTS

The fund balances/retained earnings as previously reported have
been restated to conform to generally accepted accounting princi-
plesand to correct balancesfor erroneously recorded transactions.

Special Revenue Fund - The Federal Fund, within the Special
Revenue Fund, was restated to implement GASB Statement 24.
Thenet effect of thisadjustment wasan increasein fund balance of
$6,216,000.

The Agency Revenue Fund, within the Special Revenue Fund, was
restated to include $248,000 previously omitted, to remove
$2,141,000 reported in error, and to remove $36,000 erroneously
reported in this fund. The net effect of these adjustments was a
decrease in the fund balance of $1,929,000.

The Other Specia Revenue Fund, within the Special Revenue
Fund, wasrestated to remove amountspreviously reportedin error.
The net effect of these adjustmentswas adecreasein fund balance
of $57,000.

Capital ProjectsFund - The Capital Projects Fund wasincreased
to include an amount previously omitted. The effect of this
adjustment was an increase in fund balance of $388,000.

Debt Service Fund - The Debt Service Fund was decreased to
remove an amount included in error. The effect of these adjust-
ments was a decrease in fund balance of $160,000.

Enterprise Funds - The State Parks Fund, within the Enterprise
Fund, was restated to include a capital lease liability of $368,000
and to remove $42,000 previously reportedin error. The net effect
of these adjustments was a net decrease in retained earnings of
$410,000.

Theretained earningsof the Kentucky Kare Health Insurance Plan,
whichisaccounted for in the Insurance Administration Fund, were
decreased by $2,342,403. This adjustment was the result of an
increase in deferred revenue for prior years.

Trust and Agency Funds - During fiscal year 1996, retirement
systemsadopted the provisions of GASB Statement 25. Theeffect
of the change in accounting principles was a decrease in the
beginning net assets held in trust for pension benefits for the
Kentucky Employees Retirement System of $30,987,000, County
Employes Retirement System of $17,444,000 and State Police
Retirement System of $3,613,000. The change in accounting
principles resulted in an increase in beginning net assets held in
trust of $320,000 for the Judicial Retirement Plan, $33,000 for the
Legislators' Retirement Plan, and $6,565,000 for the Kentucky
Retirement Insurance Fund.

Component Units- Theretained earningsfor the State Fair Board
were decreased from the amount previously reported by $782,000.
This adjustment resulted from the use of the audited financial
statementsof the component unitsand thedifferencein application
of accounting policies.
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The retained earnings of the Kentucky Higher Education Assis-
tance A uthority wereincreasedtoreflect thereservefundsreceived
whenit assumed the operation of the AlabamaGuaranteed Student
Loan Program. The net effect of thistransaction was an increase
in retained earnings of $11,071,000.

The fund balance for universities was decreased $179,174,000 to
correct an amount included in the prior year in error.

Note 3

STEWARDSHIP,COMPLIANCE,ANDACCOUNTABILITY

A. The Special Revenue Fund - The Agency Revenue Fund
budgetary statement has an excess of expenditures over
appropriations of $5,100,000 at June 30, 1996, for Campbell,
Daviess, Fayette, Hardin, Jefferson, Kenton, Pike, and Warren
counties, and is in accordance with State statutes. State statutes
permit that " deficits may be made up out of theamount paidin any
succeeding month; but in no event shall theamount allowed by the
Finance and Administration Cabinet to any officer for salaries
exceed seventy-five percent (75%) of the amount paid to the
Finance and Administration Cabinet by the officer during his
official term." Theseamountsarewithinthestatutesand repayment
will be made during the term of office of the official.

B. The Enterprise Fund - The Insurance Administration Fund
hasadeficit retained earningsof $1,097,045,000. Thedeficitisthe
result of the inclusion of the actuarial liability for the risk pools,
which will be funded in future periods.

C. Thelnternal ServiceFund - The Risk Management Fund has
adeficit retained earningsof $51,198,000. Thedeficitistheresult
of accumulated claims liabilities of the Commonwealth's self-
insured worker's compensation programs, and is to be funded in
future periods.

D. Component Units - Governmental Fund Types - Bluegrass
State Skills Corporation has a deficit fund balance of $160,000.
The deficit is the result of expenditure accruals which will be
funded in future periods.

Proprietary Fund Types - The Kentucky Educational Television
Authority has a deficit retained earnings of $4,532,000. The
Kentucky Local Correctional Facilities Construction Authority
has a deficit retained earnings of $23,757,000, resulting from the
recognition of loan commitments before financing was arranged.
TheAuthority will issuebondsto satisfy thesecommitmentsinthe
future.
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Note 4

BUDGETARY BASISVS. GAAP

The accompanying Combined Statement of Revenues and
Expenditures-Budget and Actual (Budgetary Basis)-All Budgeted
Fund Types, presentscomparisonsof thelegal ly adopted budget
(see Note 1E) with actual data on budgetary basis. The Other
Special Revenue Fund within the Special Revenue Fund type
and the Kentucky Lottery Corporation within the Enterprise

Fund type are not budgeted and are shown for comparison
purposes only.

Since accounting principlesapplied for purposes of developing
data on a budgetary basis differ significantly from those used
to present financial statements in conformity with generally
accepted accounting principles, a schedule reconciling the
fund balance on a cash basis at June 30, 1996, to the fund
balance on a modified accrual basis follows (expressed in
thousands):

G a Special _ Internal Expendable Component
Budgetary Funds ener Revenue Enterprise Service Trust Units
S Specia _ Internal Component
Financia Statements Funds ~ General Revenue Enterprise Service Fiduciary Units
Fund Balance/Retained Earnings
June 30, 1996:
Budgetary Basis $ 503,028 $ 1,415556 $ 249,840 $ 47,098 $ 485612 $ 90,938
Adjustments:
Accrued Revenues 208,195 405,541 3,837 1,916 1,500
Accrued Expenditures (239,091) (455,420) (3,858) (3,302 (49,762)
Accrued Transfers (Net) (5,517) 531 (4)
Total Accruals? (36,413) (49,348) (25) (1,386) (48,262)
Reclassifications and Other
Adjustments:
Inventory Balances! 11,776 30,645 4,184 4,945
ToReclassify Financial Resourcesinto
Financial Statement Fund
Types? (567,451) (454,616) (13,585)
To Record Financial Resources
available as Non-Budgeted Funds? (15,000) 386,071 (754,545) (67,355) 14,816,641 3,508,747
Fund Equity/Other Credits
June 30, 1996:
GAAP Basis $ 463391 $ 1,215473 $ (955,162) ¢ (30,283) $ 15253991 $ 3,599,685

1 Basis Differences
2 Perspective Differences
3 Entity Differences
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[Note 5

EQUITY IN POOLED CASH AND INVESTMENTS, CASH,
AND INVESTMENTS

The State maintainsacash andinvestment pool that isavailablefor
use by all funds under the auspices of the State Investment
Commission as authorized under KRS 42.500 et al. In addition,
investments are separately held by several of the State's funds and
Component Units. Legally authorized investments vary by fund
but generally include: obligations of or guaranteed by the United
States; obligations of any corporation of the United States
Government; collateralized certificates of deposit; bankers
acceptances, commercia paper; and repurchase agreements. In
addition to these, pension plans and certain Component Units are
permitted to purchase common stocks, corporate bonds and rea

CASH - PRIMARY GOVERNMENT

property and mineral rights. The Stateisalso eligibleto invest in
reverse repurchase agreements.

Deposits- At year end, the carrying amount of the State's deposits
for thePrimary Government was$1,185,407,934 and $222,059,742
for the Component Units. At year end, the bank balance was
$1,267,121,584 and $215,260,872 for the Primary Government
and Component Units, respectively. The bank balance of the
Primary Government administered by the State Treasurer was
covered by Federal depository insuranceor by collateral held by the
State or the State's agent in the State'sname. Thefollowing table
categorizes the Primary Government's and Component Units
deposits as: (1) insured or collateralized with securities by the
entity or by its agent in the entity’ s name; (2) collateralized with
securities held by the pledging institution’s trust department or
agentintheentity’ sname; or (3) uncollateralized where securities
are held by the pledging institution but not in the entity’s name.

Categories )
Tota Carrying
1 2 3 Bank Balance Amount
Cash ] . $ 626,024,532 $ $ 61,786,923 $ 687,811,455 $ 613,834,764
Cash with Fiscal Agents 37,736,450 22,615,427 60,351,877 54,407,450
Imprestand Change 9,967,083 9,967,083 8,174,501
Money Market 23,378,987 23,378,987 23,379,037
Totals $ 673,728,065 $ $ 107,781,337 781,509,402 699,795,752
Cash on Deposit with Federal 485,612,182 485,612,182
Government $ 1,267,121,584 $ 1,185,407,934
Totals
CASH - COMPONENT UNITS
Categories
€9 Tota Carrying
1 2 3 Bank Balance Amount
Cash $ 140,401,841 $ 6,445,314 $ 14,395,370 $ 161,242,525 $ 168,041,395
Money Market 11,327,165 40,112,260 47 51,439,472 51,439,472
Nonnegotiable Certificates of
Deposit 2,578,875 2,578,875 2,578,875
Totas $ 154,307,881 $ 46,557,574 $ 14,395,417 $ 215,260,872 $ 222,059,742
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I nvestments - The State holdsinvestmentsboth for itsown benefit
and as an agent for other related parties. The major investment
programs conducted for the direct benefit of the State are
administered by the Office of Financial Management and Economic
Analysis. The credit risk of those investments held in the State
investment pool is all Category (1). The credit risk mix of the
retirement systems, component units, and other State agenciesis
disclosed in the financial statement footnotes of the individual
entities. ThefollowingtablescategorizethePrimary Government's

INVESTMENTS - PRIMARY GOVERNMENT

and Component Units investmentsas: (1) thoseinvestmentswhich
are insured or registered, or held by the State of Kentucky or its
agent in the State's name; Category (2) those investments which
are uninsured and unregistered with securities held by the
counterparty's trust department or agent in the State's name; and
Category (3) thoseinvestmentswhich areuninsured and unregistered
for which the securities are held by the counterparty or by itstrust
department or agent but not in the State's name.

Categories Net
1 2 3 Investment Market Value
Government Securities $ 5313117192 § 184,491,505 $ $ 5,497,608,697 $ 5,502,085,231
CorporateBonds 1,350,576,137 1,350,576,137 1,348,747,246
Common Stocks 7,617,868,998 7,617,868,998 8,497,362,159
RepurchaseAgreements 995,195,217 891,601,400 1,886,796,617 1,886,796,617
Stateand Municipal Obligations 13,278,195 13,278,195 13,226,079
Commercial Paper 123,105,261 123,105,261 123,105,261
Totals $ 15413,141,000 ¢ 1,076,092,905 $ $ 16,489,233,905 $ 17,371,322,593
Mutual Funds 142,145,830 142,145,830
Real Estate 519,396,036 521,127,908
Mortgages 109,478,243 118,447,576
Annuity Contracts 190,595,144 190,595,144
Statel nvestment Pool 324,912,571 321,827,851
InvestmentsHeldby Broker-Dealers
Under SecuritiesL oans 273,300,492 273,300,492
Other 136,845 115,445
Total Investments $ 18,049,199,066 $ 18,938,882,839
INVESTMENTS - COMPONENT UNITS
Categories Net
1 2 3 Investment Market Value
Government Securities $ 295412366 $ 192,901,043 $ 5,395 $ 488,318,804 $ 487,842,494
NegotiableCertificatesof Deposit 11,312,290 11,312,290 11,312,290
CorporateBonds 32,616,722 553,330 33,170,052 33,332,756
Other 4,305,950 178,000 4,483,950 4,589,339
Common Stock 68,298,336 24,733 68,323,069 78,297,034
RepurchaseAgreements 219,855,352 3,573,381 105,389 223,534,122 223,428,733
Stateand Municipal Obligations 105,830 409,330 515,160 548,384
Preferred Stock 868,000 868,000 868,000
Commercial Paper 13,675,991 20,496,564 34,172,555 34,172,555
Closed-End Mutual Funds 4,149,370 328,203 4,477,573 4,704,338
Totals $ 650,600,207 $ 218,286,584 $ 288,784 $ 869175575 $ 879,095,923
Endowment Funds 74,650,187 77,717,674
Open-End Mutual Funds 32,119,939 34,133,502
Guaranteed | nvestment Contracts 36,155,991 36,155,991
Real Estate 299,362 313,362
Trust Funds 14,335,676 14,035,566
Statel nvestment Pool 374,868,528 371,309,526

Total Investments

$ 1,401,605258 $ 1,412,761,544
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Statutes require that securities underlying repurchase agreements
must have a market value of at least 102 percent of the cost of the
repurchase agreement. The market value of securities underlying
repurchase agreements fell below this required level on a few
occasions during the year; however, no losses were sustained due
to the fall in collateralization levels. The collateralization is
monitored on aweekly basis(as specified within 200 KAR 14.081)
and at any point wherethecollateralization fallsbelow 102 percent
of the cost of the repurchase agreement, the seller/borrower is
contacted and the situation is normally rectified within two busi-
ness days.

Securities Lending Program - State statutes, as interpreted by
opinions of the Attorney General, authorize the Commonwealth to
enter into bonds borrowed/bonds pledged securitieslending agree-
ments, that isatransfer of securitieswith asimultaneous receipt of
securities. Thesecuritiesreceivedinthetransfer arethetypewhich
the State is legally authorized to hold. The market value of the
securities received in the agreement is 102 percent of the value of
thesecuritiestransferred. Thesecuritiestransferred areapart of the
total investmentsreported above. Thesecuritiesbeing held are not
reported as a part of the total investments. The Commonwealth
retains the interest income on the securities being transferred and
received afeeof 9.5 basispointsfrom 7/1/95t0 6/30/96. Duringthe

Note 6

GENERAL FIXED ASSETS

A statement of changes in general fixed assets for the year
ended June 30, 1996, is presented below (Expressed in
Thousands):

year, the State earned $1,744,745 in securitieslendingincome. On
June 30, 1996, the market value of the securities transferred was
$1,820,556,609 and the market value of the securities the Com-
monwealthwasholdingwas$1,856,980,380. Thecollateralization
reguirements and monitoring procedures in the securities lending
program arethe sameasthoserequirementsinregardto repurchase
agreements. At year end, the Commonwealth has no credit risk
exposure to borrowers because the amounts the Commonwealth
owes the borrowers exceed the amounts the borrowers owe the
Commonwealth.

Options - The Commonwealth's investment strategy includes the
use of derivatives asatool in managing market risk and providing
an opportunity for enhanced return. The Commonwealth selec-
tively utilizes put and call options on United States Treasury
securities. These options are on a covered basis, where the
Commonwealth holds either cash or securities sufficient to meet
theobligation shouldtheoptionbeexercised. OnJune30, 1996, the
portfolio included $30,000,000 of obligations under option. The
Commonwealth al so purchases securitiesthat havebuiltin covered
cals (callable agency securities). The risk in holding these
securitiesistherisk that the security can becalled (bought back) by
the issuing agency at par after a specific date.

Machinery ~ Congtruction

and in
Land Buildings  Equipment Progress Totals
Balance June 30, 1995 $ 71443 $ 546166 $ 507,167 $ 196,623 $ 1,321,399
Additions 5,819 73,119 81,604 20,761 181,393
Deletions (514) (1,709) (39,045) (55,292) (96,560)
Balance June 30, 1996 $ 76748 $ 617576 $ 549,816 $ 162,092 $ 1,406,232
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Note 7

INTERFUND TRANSACTIONS

The table bel ow showstheinterfund receivablesand payables and
interfund operating transfers for fiscal year 1996 (Expressed in

Thousands):

Interfund Receivables and Payables

Interfund Interfund
Fund Receivable Payable

General $ 128,491 37,377
Special Revenue:

Transportation 6,146 13,107

Federal 18,075 122,069

Agency Revenue 132,684 57,775

Other Special Revenue 3,831 45,063
Debt Service 345 26,822
Capital Projects 3,894 794
Enterprise:

State Parks 114 441

Industries for the Blind 22 1

Horse Park 2 51

Insurance Administration 916 5,028
Internal Service:

Computer Services 2,048 588

Central Stores 6 3

Telecommunications 1,198 421

Prison Industries 2,920 376

Central Printing 554 34

Property Management 698 178

Risk Management 60 2,034
Fiduciary Funds:

Unemployment Compensation 1,745

Special Benefits 10,778 2,323

Special Deposit Trust 307 816
Component Units:

Governmental 516

Proprietary 2 51

Universities and Colleges 51,687 51,687
Totals per financial statements: $ 367,039 $ 367,039
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TransfersIn/Out Operating Operating
Transfers Transfers
Fund In Out

General $ 185,745 $ 1,092,173
Special Revenue:

Transportation 224 159,511

Federal 684 12,906

Agency Revenue 242,188 209,692

Other Special Revenue 351,379 383,033
Debt Service 356,670 28,016
Capital Projects 56,772 46,831
Enterprise:

State Parks 40,637 927

Kentucky Lottery Corporation 147,000

Industries for the Blind 862

Horse Park 1,430

Insurance Administration 1,230 4,169
Internal Service:

Computer Services 56 444

Central Stores

Telecommunications 300 17

Prison Industries 654

Property Management 2,602 13

Risk Management 407 2,493
Fiduciary Funds:

Unemployment Compensation 1,742 1,340

Special Benefits 50,681 13,503

Special Deposit Trust
Component Units:

Governmental 2,348

Proprietary 57,787 2,381

Universities and Colleges 755,823 4,464
Totals per financial statements $ 2,109,567 $ 2,109,567
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Note 8

PENSION PLANS

The employer disclosure for pension trust funds is presented to
comply with GASB statement 27 for the Kentucky Retirement
System which implemented GASB statements 25 and 26, and for
the Judicial Form Retirement System which has implemented
GASB statement 25. The Kentucky Teachers Retirement System
isreported in accordance with GASB statement 5 requirements.

Under the provisions of Kentucky Revised Statutes (KRS) 61.645,
theBoard of Trusteesof Kentucky Retirement Systemsadministers
the Kentucky Employes Retirement System (KERS), County Em-
ployes Retirement System (CERS), and State Police Retirement
System (SPRS).

The State contributes to the KERS, a multiple-employer cost
sharing defined benefit pension plan that covers substantialy all
regular full-timemembersempl oyedin non-hazardousand hazard-
ous duty positions of any state department, board, or any agency
directed by Executive Order to participateinthe System. Theplan
provides for retirement, disability, and death benefits to plan
members. Retirement benefitsmay be extended to beneficiari esof
theplan membersunder certain circumstances. Per KRS61.565(3),
normal contribution and past service contribution rates shall be
determined by the Board on the basis of an annual valuation last
preceding the July 1 of anew biennium. The Board may amend the
contribution rates as of thefirst day of July of the second year of a
biennium, if it is determined on the basi s of a subsequent actuarial
valuation that amended contribution rates are necessary to satisfy
requirementsdeterminedin accordancewith actuarial basesadopted
by theBoard. However, formal commitment to providethe contri-
butions by the employer is made through the biennial budget. The
System'sadministrative budget and employer contributionratesare
subject to the approval of the Kentucky General Assembly. Em-
ployee contribution rates are set by the statute and may be changed
only by the Kentucky General Assembly.

The State is the predominant employer for KERS and for note
disclosure purposes will be considered as a single employer plan.

CERS, a multiple employer cost sharing defined benefit pension
plan that provides for retirement, disability, and death benefitsto
plan members.

SPRSisasingle-employer defined benefit plan that coversall full-
time State Troopers employed in a hazardous duty position by the
Kentucky StatePolice. Theplanprovidesfor retirement, disability,
and death benefits to plan members. Retirement benefits may be
extended to beneficiaries of the plan members under certain cir-
cumstances. Per KRS 61.565(3), normal contribution and past
service contribution rates shall be determined by the Board on the

basis of an annual valuation last preceding the July 1 of a new
biennium. The Board may amend the contribution rates as of the
first day of July of the second year of abiennium, if itisdetermined
on the basis of a subsequent actuarial valuation that amended
contributionratesarenecessary to satisfy requirementsdetermined
inaccordancewith actuarial basesadopted by theBoard. However,
formal commitment to providethecontributionsby theemployeris
made through the biennial budget.

The financial statements are prepared using the accrua basis of
accounting. Plan member contributions are recognized in the
period in which contributions are due. Employer contributionsto
the plan are recognized when due and the employer has made a
formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with
terms of the plan.

Investmentsarereported at fair value. Short-terminvestmentsare
reported at cost, which approximatesfair value. Securitiestraded
on anational exchange arevalued at thelast reported salesprice at
current exchange rates. The fair value of real estate is based on
appraisals. Investmentsthat do not have an established market are
reported at estimated fair value.

Cost-of-living adjustments (COLA) are provided at the discretion
of the State L egislature.

The alocation of insurance premiums paid by the Fund and
amounts withheld from members' benefits is based on years of
service with the Systems, asfollows:

Percent Paid by
Member Through
Payroll Deduction

Percent Paid by

Y ears of Service Insurance Fund

20 or More 100% 0%
15-19 75% 25%
10-14 50% 50%
4-9 2504 75%
Less Than 4 0% 100%

TheKentucky Retirement Systemissuesapublicly availablefinan-
cial report that includes financial statements and required supple-
mentary information for the above mentioned retirement systems.
That report may be obtained by writing the Kentucky Retirement
System, 1260 Louisville Road, Frankfort, Kentucky 40601-6124,
or by telephone at (502) 564-4646.
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The Judicial Retirement Plan provides retirement, disability and
death benefits to plan members and their beneficiaries. Cost-of-
living adjustments (COLA) are provided at the discretion of the
State L egislature, except that existing legislation provides that a
pension benefit shall beincreased, if necessary, so that it equalsan
amount calculated by using a 1.5125% benefit rate and the sixty
month average earnings of the position held by the member at the
time of hisretirement. Contribution rates are established by KRS
21.525.

The Legislators Retirement plan provides retirement, disability,
and death benefits to plan members and their beneficiaries. Cost-
of-living adjustments (COLA) are provided at the discretion of the
State Legislature, except that existing legislation provides that a
pension benefit shall beincreased, if necessary, sothat it equalsan
amount calculated by using a 1.5125% benefit rate and the sixty
month average earnings of the position held by the member at the
time of hisretirement. Contribution rates are established by KRS
21.525.

Kentucky
Legidators
Retirement Plan

The financia statements are prepared using the accrual basis of
accounting. Plan member contributionsto the plan are recognized
when due and the employer has made formal commitment to
provide the contributions. Benefits and refunds are recognized
when due and payable in accordance with terms of the Plans

Investments are reported at fair value. Securities traded on a
national exchange are valued at the last reported sales price at
current exchangerates. |nvestmentsthat do not havean established
market are prepared at estimated fair value.

The Judicial Form Retirement System issues a publicly available
financial report that includes financial statements and required
supplementary information for the above mentioned retirement
systems. That report may be obtained by writing to the Judicial
Form Retirement System, P.O. Box 791, Frankfort, Kentucky
40601-6124, or by telephone at (502) 564-5310.

Kentucky
Judicial
Retirement Plan

Kentucky
Employes
Retirement Sytem

State Police
Retirement System

Contribution rates:

State 50.60%
Plan Members 5.00%

Portion of State Contribution for

Health Insurance

Annual pension costs $1,591
(in thousands)

Contributions made $1,490

(in thousands)
Actuarial valuation date
Actuarial cost method

June 30, 1996
Projected unit credit

Amortization method Interest + 1%
Unfunded past liability

Remaining amortization period 25 years
Asset valuation method Cost
Actuarial assumptions:

Investment rate of return 7.00%

Projected salary increases 5.50%

Increase in Health Insurance Cost 6%-10%
(Dollar amounts in thousands)
Annual Required Contributions (ARC) $ 1,591
Interest on Net Pension Obligation (NPO) 6
Adjustment to ARC (7)
Annual pension cost 1,590
Contributions made 1,490
Increase (Decrease) in NPO 100
NPO beginning of year 82
NPO end of year $ 182

31.30% 23.05% 8.75%-18.05%
5.00% 7.00% 5%-7%
26.58% 8.89%-17.87%
$5,519 $7,998 $123,396
$4,203 $7,089 $113,717

June 30, 1996
Projected unit credit

June 30, 1996
Entry age normal

June 30, 1996
Entry age normal

Interest + 1% Level percent closed  Level percent closed
Unfunded past liability
25 years 30 years 30 years
Cost Five-year average of Five-year average of
market to book value  market to book value
7.00% 8.25% 8.25%
5.50% 6.50% 6.50%
6%-10% 7.5%-10% 7.5%-10%
$ 5,519 $ 7,998 $ 123,396
269 566 3,801
(307) (344) (2,308)
5,481 8,220 124,889
4,203 7,089 113,717
1,278 1,131 11,172
3,841 6,867 46,068
$ 5,119 $ 7,998 $ 57,240
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Schedule of Funding Progress

UAAL asa
Actuarial Actuarial Unfunded Per centage
Actuarial Value of Accrued AAL Funded Covered of Covered
Valuation Assets Liability (AAL) (UAAL) Ratio Payroll Payroll
Date @ (b) (b-a) (a/b) (©) ((b-a)/c)
Kentucky Employes Retirement System
June 30, 1994 $ 2,729,048987 $ 2,912,050,275 $ 183,001,288 0.937 $ 1,197,168,054 0.153
June 30, 1995 2,983,813,538 3,240,852,288 257,038,750 0.921 1,320,041,446 0.195
June 30, 1996 3,375,295,577 3,415,404,483 40,108,906 0.988 1,318,908,003 0.030
State Police Retirement System
June 30, 1994 $ 205,320,509 $ 206,763,310 $ 1,442,801 0.993 $ 36,783,743 0.039
June 30, 1995 217,504,443 241,690,631 24,186,188 0.900 38,955,271 0.621
June 30, 1996 237,515,346 244,540,812 7,025,466 0.971 34,698,957 0.202
Judicial Retirement Plan
June 30, 1994 $ 111,316,007 $ 96,457,897 $ (14,858,110) 1.154 $ 15,076,520 (0.986)
June 30, 1995 97,765,420 122,947,042 25,181,622 0.795 17,481,864 1.440
June 30, 1996 133,973,167 133,259,942 (713,225) 1.005 18,963,743 (0.038)
Legislators' Retirement Plan
June 30, 1994 $ 28,169,889 $ 29,739,766 $ 1,569,877 0.947 $ 3,410,000 0.460
June 30, 1995 30,895,685 36,100,573 5,204,888 0.856 3,492,500 1.490
June 30, 1996 34,942,019 36,958,664 2,016,645 0.945 3,410,000 0.591
Membership of the retirement systems, at June 30, 1996, is shown in the
following table:
Kentucky County State Kentucky
Employes Employes Police Judicial Legisators Teachers
Retirement Retirement Retirement Retirement Retirement Retirement
System System System Plan Plan System Totals
Retirees and beneficiaries
receiving benefits 19,970 18,169 625 192 90 24,877 63,923
Terminated plan members - vested 2,484 2,339 8 22 40 2,482 7,375
Terminated plan members -
non-vested 9,222 13,739 72 23,033
Active plan members 50,597 72,554 1,002 230 124 56,246 180,753
Total members 82,273 106,801 1,707 444 254 83,605 275,084
Number of participating
employers 354 1,012 1 1 1 202 1,571

TheKentucky Teachers Retirement System (KTRS) isacost sharing
multipleemployer defined benefit plan which coverssubstantially all
persons occupying positions in the public elementary or secondary
schoolsfor which ateaching certificate isrequired, faculty members
of five regiona universities, the Commissioner of Education and
professional staff, the faculty members of the School for the Dedf,
School for the Blind, and the State areavocational schools. ThisPlan
providesfor retirement, disability, and death benefits.

KTRS membersare required by statute to contribute 9.855% of their
salariestothe System. University membersarerequiredto contribute
8.375% of their sdlaries. KRS 161.580 dlows each university to
reduce the contributions of its members by 2.215%. Therefore,

university members contribute 6.16% of their salary to KTRS. The
Commonwesdlth of Kentucky is required to contribute 13.105% of
sdaries for its non-university members and 13.84% of salaries for
university members. Themember andemployer contributionsconsist
of pension contributionsand post-retirement contributions. Thepost-
retirement contribution (.75%) finances K TRS sretiree medical and
insuranceprogram. If anemployeel eavescovered employment before
accumulatingfive(5) yearsof credited service, accumul ated employee
contributions plusinterest earned are refunded to the empl oyee upon
their request.

Employees are entitled to an annua retirement benefit, payable
monthly for life, if they either attain the age of fifty-five (55) and
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completefive(5) yearsof Kentucky serviceor completetwenty-seven
(27) years of Kentucky service. Non-university employees receive
monthly payments equal to either two (2) percent (service prior to
January 1, 1984) or two and one-half (2 ¥2) percent (service after
January 1, 1984) of their final averagesal ariesfor eachyear of credited
service. University employeesreceivemonthly benefitsequal totwo
(2) percent of their fina average salary for each year of credited
service. Thefinal averagesaary istheaverage of theemployee' sfive
(5) highest annual salaries. Employees with less than twenty-seven
(27) years of service may retire and receive reduced retirement
benefits. Members' retirement benefitsbecomevestedwhenthey have
completed five (5) yearsof credited service.

Theemployer andemployeecontributionsto K TRSfor theyear ended
June 30, 1996, were $307,111,462 (16.40% of covered payroll) and
$201,890,485 (10.75% of covered payrall), respectively.

The employer actuarial required contribution for the 1995-96
fiscal year was $318,400,000 and the actual contribution was
$307,100,000. The $11.3 million difference represents the 1994
legislature permanent decrease in funding of COLASs granted in
the 1986-88, 1990-92, and 1992-94 bienniums.

In addition to the above empl oyer and member pension contribu-
tions, the member and employer made contributions for post-
retirement medical insurancebenefits. Theactuarial cost of ad hoc
retiree cost-of-living adjustments granted by the General Assem-
bly is funded over afifteen year period and is also included as a
supplemental appropriation.

Three-Year Historical Trend Information Teachers' Retirement System

KTRS also provided postretirement health care benefitsin accor-
dancewith KRS 161.675. Tobeeligiblefor medical benefits, the
member must haveretired either for service or disability, attained
age55with 5yearsof Kentucky service, or had 27 yearsof service.
Eligible dependentsinclude unmarried dependent children under
the age of 19 and spouses. Currently, KTRS insurance covers
21,299 retirees and 7,205 dependents.

Thepostretirement health careprovided by KTRS arefinanced on
apay-as-you-go basis. In order to fund the postretirement health
care benefits, one and five-tenths percent (1.5%) of the gross
annual payroll of al active membersis contributed. One-half (1/
2) of thisamount is derived from member contributions and one-
half (1/2) from state appropriations. Also, effective September 1,
1992, retirees pay from 10-19% of the single premium cost and
spousespay from45-100% of thecost. Priority isgiventomembers
with 20 or moreyearsof serviceand membersage65or older. Any
amounts not required to meet current costs shall be maintained as
areservefor futurehealth carebenefits. Asof June30, 1996, KTRS
had $27,203,177 of net assets available for future health care
benefits.

Theactuary for KTRS has determined that given the present level
of State funding and member contributions, it will take thirty (30)
years to fund the unfunded pension benefit obligation.

Ten Year Historical Trend Information - Ten year historical
trend information (or as many years as available) showing the
progressin funding the pension obligationisavailablein the audit
reports for the individual PERS.

(Amounts expressed in millions)

Unfunded (Funds

Unfunded inExcessof)
(Fundsin Pension Benefit
Net Assets Excessof) Annudl Obligationasa % of Actuarial
Available Pension Benefit Percentage  Pension Benefit Covered Percentageof Employer Covered Required
Fiscal Y ear for Benefits Obligetion Funded Obligation Payroll Covered Payroll Contribution Payroll Contribution
1994 $ 5,688.1 $ 75219 75.6% $ 1,833.8 $ 17481 104.9% $ 289.5 166% $ 300.8
1995 6,176.5 8,210.0 75.2% 2,0335 1,819.8 111.7% 298.4 16.4% 309.7
1996 7,001.6 9,178.6 76.3% 2,177.0 1,877.9 115.9% 307.1 16.4% 3184

Pension Benefit Obligations of the Retirement Systems - The
amount shown below as the "pension benefit obligation” is a
standard disclosure measure of the present value of pension bene-
fits, adjusted for the effects of projected salary increases and step-
rate benefits, estimated to be payable in the future as a result of
employee service to date. The measure is intended to help users
assess the funding status of the Systems on a going-concern basis,
assess progress made in accumulating sufficient assets to pay
benefitswhen due, and make comparisons among employers. The
measureistheactuarial present valueof credited projected benefits
and is independent of the funding method used to determine
contributions to the Systems.

The pension benefit obligation was computed asapart of theactuaria
valuations performed as of June 30, 1996. Significant actuarial
assumptions used in the valuations include (a) arate of return on the
investment of present andfutureassetsof 8 percent ayear compounded
annualy, and (b) projected salary increases of 4.50 to 8.60% a year.
The sameassumptionsused to computethe pension benefit obligation
are used to compute the actuarial required contributions.
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Pension Benefit Obligation (Expressed in Thousands)

Pension benefit obligation:
Retireesand beneficiaries currently receiving
benefits and terminated employees not yet

receiving benefits $ 4,018,237
Currentemployees:
Accumulated empl oyeecontributionsincluding

allocated investment earnings 1,805,336
Employer-financed vested 2,378,879
Employer-financed nonvested 976,125
Total pension benefit obligation 9,178,577
Net assetsavailablefor benefits, at cost (market
value $7,884,893) 7,001,560
Unfunded (funds in excess of) pension benefit

obligation $ 2,177,017

Note 9

EMPLOYEE BENEFIT PLANS

A. Self-Insured Health Care

The Commonwealth of Kentucky offers, as one of ten health
insurance options to employees of the State, local boards of
education, local health departments and retirees under the age of
65, a self-insured health care plan. Under health care reform,
individuals, municipal governments, and qualified small business
arealso eligibleto purchase health insurance from the State's self-
insured plan. The plan is known as Kentucky Kare and is
administered by third partieswho are responsible for the process-
ing of claims, cost containment, and utilizationreview. Presently,
33,152 persons have selected Kentucky Kare as their health care
provider for theplan period January 1, 1996 through December 31,
1996. There are 20,578 single coverage plans; 6,877 family
coverage plans; 3,085 enrollee plus dependent children coverage
plans; and 2,612 enrollee plus one spouse or child coverage plans.

B. Deferred Compensation

Employees of the Commonwealth, its cities, counties, and local
school districtsare eligibleto participate in two deferred compen-
sation plans as authorized by the United States Internal Revenue
Code. These plans, labeled 457 and 401(k), after sections of the
Code, are administered by the Department of Personnel and an
independent plan administrator. The Commonwealth, through a
board of trustees as defined in KRS 18A.245, selects the adminis-
trator to oversee the daily operations and technical compliance of
the plans with applicable sections of the Internal Revenue Code.
The Commonwealth's responsibilities consist of withholding pay-
roll deductionsfor itsemployees, collecting employeewithholdings
of thecities, counties, andlocal school districts, and remittingthose
withholdings to the insurance companies holding fixed and vari-
able annuity contracts (carriers). Both plans permit employeesto

defer collecting a portion of their salary until future years. This
deferment is not available to employees until termination, retire-
ment, death, or unforeseeable emergency.

All compensation deferred under Section 457, al property and
rights purchased with that compensation, and all income attribut-
able to that compensation, property, or rights belong solely to the
employer until paid to the employee or beneficiary, subject only to
the claims of the employer's general creditors. Participants' rights
under the Plan are equal to those of the general creditors of the
employerinanamount equal tothefair market valueof thedeferred
account for each participant. All compensation deferred under
Section 401(k) and resultant assets bel ong to the Plan participants.

Assets of the 457 Plan are reported in an Agency Fund within the
fiduciary fund type. Assets of the 401(k) Plan are not reported in
these statementsand arenot availableto thegeneral creditorsof the
employers.

Of the$334,778,000inthe457 Plan at June 30, 1996, $226,596,000
was applicable to the Commonwealth while the remaining
$108,182,000 representsassetsof theother jurisdictionspartici pat-
ing in the Plan.

On February 12, 1993, an order to rehabilitate Kentucky Central
Life Insurance Company (KCL), one of the carriers for the Ken-
tucky Public Employees Deferred Compensation Authority (the
Authority), was granted to the Commonwealth of Kentucky's
Department of Insurance because of KCL's deteriorating financial
condition. On June 1, 1995, the Jefferson Pilot Life Insurance
Company acquired certain assets and assumed liabilities of
Kentucky Central Life Insurance Company.

At June 30, 1996, the acquisition plan providesfor further distribu-
tionsfromtheestate of Kentucky Central Lifelnsurance Company.
Thesesubsequent distributionswill beallocated among K CL policy
holders who opted into the plan, including the Authority's group
annuity fixed contract. The provisionsof the Plan also providefor
indemnification adjustments which could reduce the account val-
uesof participating policy holdersif the estate of Kentucky Central
Lifelnsurance Company hasnot retai ned sufficient assetsto pay all
claims entitled to priority over the claims of policy holders. Al-
thoughtheLiquidator of KCL doesnot currently anticipatethat any
indemnification claims will be made, the Authority's account
balanceremainsliablefor itspro ratashare of any indemnification
adjustment required by the plan.

Note 10

LEASE OBLIGATIONS

The Commonwealth has entered into various leases for land,
buildings, and equipment. Generally, leases contain termination
clauses providing for cancellation after 30, 60, or 90 days written
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At June 30, 1996, capitalized leases included equipment as
follows (Expressed in Thousands):

Equipment acquired through capital leasesisrecorded at thelesser

Primary Government

of fair market value or present value of future minimum lease ProprlTetary Fund General Fixed Comp_onent
ypes Assets Units
payments.
Buildings $ $ $ 7,871
Equipment 8,761 2,732 14,183
Tota 8,761 2,732 22,054
Less. Accumulated Amortization (2,614) (13,574)
Total, Net of Amortization $ 6147 3 2732 % 8,480
Future minimum rental commitments for capitalizable leases as of
June 30, 1996, are as follows (Expressed in Thousands):
Primary Government Component Units
Long-term
Obligations Interna University Proprietary
Account Enterprise Service and College Fund
Group Funds Funds Funds Types Total
1997 $ 505 $ 142  $ 3504 $ 10378 $ 2528 $ 17,057
1998 268 113 2,270 9,696 2,416 14,763
1999 163 92 990 9,044 2,576 12,865
2000 77 10 8,666 2,515 11,268
2001 20 8,156 2,509 10,685
Thereafter 3 82,872 17,964 100,839
Totals 1,036 347 6,774 128,812 30,508 167,477
Less. Amountsrepresenting I nterest
(2.71% t0 19.75%) 111 32 458 42,974 8,891 52,466
Present value of future minimum lease
payments $ 925 $ 315 $ 6,316 $ 85,838 $ 21617 $ 115011

notice. In addition, certain leases contain appropriation clauses
indicating that continuation of theleaseissubject to funding by the
General Assembly. It is expected that in the normal course of
business most of these leases will be replaced by similar leases.

Changes in leases payable accounted for in the general long-term
obligation account group for the year ended June 30, 1996, are
summarized in Note 15.

A portionof thecapital |easeliability for theUniversity and College
Fund is applicable to leases with the Commonwealth.

Note 11

RISK MANAGEMENT

The Commonwealth is exposed to various risks of loss related to
torts: theft, damage, and destruction of assets; errors and omis-
sions; injuriesto employees; and natural disasters. The Common-
wealth utilizes the Risk Management Fund to account for these
activities.

Fireand Tornado Insurance:

TheFireand Tornado | nsurance Program i s established to account
for and finance its uninsured risk of loss arising from damagesto
State buildings and personal property. Under this program,
coverage is provided for up to a maximum of $300,000 per
occurrence of loss for each insured subject of risk. The Fire and
Tornado Insurance Program purchases reinsurance for clamsin
excess of coverage provided by the Program. Settled claimshave
not exceeded commercial coverage in any of the past threefiscal
years.

Theclaimsliability of $1,975,372 reported in the Program at June
30, 1996, isbased ontherequirementsof GASB 10, whichrequires
that aliability for claims be reported if information prior to the
issuance of the financial statements indicates that it is probable
that a liability has been incurred at the date of the financial
statementsand theamount of theloss can bereasonably estimated.
Changes in the Program's claims liability amount in fiscal 1996
and 1995 were:
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Fiscal Y ear Fiscal Y ear
1996 1995

Beginning of Fiscal

Y ear Liability $ 2,469,347 $ 1,158,539
Incurred Claims 1,216,746 1,873,748
ChangesinEstimates
ClaimPayments (1,710,721) (562,940)
BaanceatFiscd YerEnd  $ 1975372  $ 2,469,347

Self Insured Workers Compensation:

The Workers' Compensation Program is self-insurance for the
benefit of the Commonwealth’ sempl oyees, and othersasdescribed
in KRS 18A.370. Lossespayable by the Programinclude medical
claims and loss of wages as a result of an employment related
injury. Premiumsareestablished based upon estimated claimsand
administrative cost for the coming fiscal year. The Program
carries reinsurance coverage for large individual or incident
claimsbetween $5,000,000 and $20,000,000. Settled claimshave
not exceeded commercia insurance coverage for the past three
fiscal years.

Theactuarial determined aggregateclaimsliability of $45,761,694
reported in the Program at June 30, 1996, includes both reported
and unreported insured events, including estimates of future
payments of losses and related claims’ adjustments. Changesin
the Program's claims liability amount in fiscal 1996 and 1995
were:

Fiscal Year Fiscal Year
1996 1995

Beginning of Fiscal

Year Liability $ 38,254,301 $ 35,358,972
Claimsand Claims

Adjustmentsincurred 14,708,992 12,727,235
ChangesinEstimates 4,077,603 910,927
Claimsand Claims

Adjustment Payments (11,279,202) (10,742,833)
Balanceat Fiscal Year End $ 45,761,694 $ 38,254,301

Transportation Cabinet Workers Compensation:

The Transportation Cabinet's Self-1nsured Worker's Compensa-
tion Trust Program (the" Program™) wasorganized on July 1, 1993,
asaself-insurance fund administered by the Transportation Cabi-
net of the Commonwealth of Kentucky (the "Cabinet"). The
purpose of the Program is to provide workers compensation
insuranceto the employees of the Cabinet. Thelossesincurred by
the Program are serviced by adesignated third-party administrator
who processesand reportsall claimstotheProgram. Theaggregate
claimsliability isbased on an actuarial study, dated June 30, 1996.

Fiscal Year Fiscal Year
1996 1995

Beginningof Fiscal Y ear

Liability $ 19,928581 $ 20,767,791
Claimsand Claims

AdjustmentsIncurred 6,252,203 3,318,319
ChangesinEstimates
Claimsand Claims

Adjustment Payments (4,648,493) (4,157,529)
Balanceat Fiscal YearEnd  $ 21,532,291 $ 19,928,581

Note 12
RISK POOLS

The Commonwealth'srisk pools, which arereported as enterprise
funds, are the Insurance Administration Fund and the Grain
Insurance Fund. TheInsurance Administration Fund includesthe
operationsof fiverisk pools, asfollows: Kentucky Kare, Workers
Compensation Insurance, Petroleum Storage Tank Assurance,
Bond Pool, and Mine Subsidence Insurance. The Insurance
Administration Fund is reported as part of the primary govern-
ment. The Grain Insurance Fund is a risk pool reported as a
discrete component unit.

Risk Pools- Enterprise Funds

Kentucky Kare:

Kentucky Kare is a self insured health care plan offered to
employees of the State, local boards of education, local health
departments, and retirees under the age of 65 of the Kentucky
Retirement Systems. This plan is administered by third parties
who areresponsiblefor the processing of claims, cost containment,
and utilization review.

Asof June 30, 1996, thenumber of employees, retirees, and former
employeesel ecting COBRA extension of benefitswereasfollows:
State employees, retirees, and former employees of 11,705; local
board of education employees of 17,931; and local health depart-
ment employees of 3,516.

Monthly premiums are established by the Commonwealth. They
vary by the benefit coverage and the dependent status (single,
family, or single parent). Theplan offersfivelevelsof coverage:
Kentucky Kare Budget High, Kentucky Kare Economy Low,
Kentucky Kare Enhanced High, Kentucky Kare Standard High,
and Kentucky Kare Standard Low. Preventive dental careisan
optional rider to the plans.

Estimates of the liabilities for incurred (both reported and unre-
ported) but unpaid claims are actuarially determined using the
development method. Thismethod usespast observed patterns of
thetime between claimincurral and payment to estimateincurred
claims from available paid claims information. Liabilities are
based on the estimated ultimate cost of settling the claims,
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including the effects of inflation and other societal and economic
factors. Claim adjustment expenseisincluded in the administra-
tive fee paid to the third party administrator.

In October 1993, arefund to the Commonwealth of Kentucky of
excess premiums from another insurance carrier in the amount of
$3,142,244 was erroneously deposited in the Kentucky Kare
Insurance Trust Fund. In August 1996, this amount was trans-
ferred to an Agency Fund, along with accrued interest totalling
$66,331, for FY 94, and $176,238 for FY 95, and held until proper
disposition of the moneys can be determined.

The Plan establishes a liability for both reported and unreported
insured events, which includes estimates of future payments of
lossesand related claims’ adjustments. The following represents
changes in this liability for the Plan during the past two years:

Fiscal Year Fiscal Year
1996 1995

Beginning Unpaid

ClaimsLiability $ 26,203,068 $ 18,859,577
ClaimsIncurred:
Current Y ear 131,132,064 144,479,254
Increase(Decrease) In

Prior Years (2,107,340) 664,999

Total Incurred Claims 129,024,724 145,144,253
ClaimsPaid:
Current Y ear 110,926,514 116,760,772
Prior 25,014,572 21,039,990
Total Payments 135,941,086 137,800,762
EndingUnpaid Claims $ 19,286,706  $ 26,203,068

Workers Compensation I nsurance:

TheKentucky Workers Compensation Insurance Program, arisk
sharing pool, covers pre-existing conditions to protect employers
from having to pay for injuries not sustained in their employ, or
more than once for disabilities resulting from the same accident.
This program encourages re-employment of injured workers at
adequate wages by relieving the employer of the requirement of
paying disability compensation in addition to full wages. The
program also covers claims against uninsured employers.

TheProgram establishesclaimsliabilitiesbased on estimatesof the
ultimate cost of claims (including future claim adjustment ex-
penses) that have been reported but not settled, and of claims that
have been incurred but not reported. The claims liability of
$1,241,062,122, as reported in the financial statements, is the
present value of theaggregate actuarial determined claimsliability
of $2,618,329,063, discounted at 6.5%, and the net of the estimated
realizablevalueof reimbursements. Theestimatedrealizablevalue
of these reimbursements at June 30, 1996, is $11,000,000. The
claimsadjusted|iability of $57,000,000, asreportedinthefinancial
statements, is the present value of the aggregate actuarial deter-
mined liability of $116,000,000, discounted at 6.5%.

The actuarial determined liabilities described above arise from
projections included in as actuarial report dated October 2, 1996,
andincludeclaimsprojected through December 31, 1996. Changes
inthe program’ s aggregate liabilitiesfor claimsand claims adjust-
ment for the past two years are:

Fiscal Year Fiscal Year
1996 1995

Beginning of Fiscal

Y ear Liability $ 1,874,253961 $ 1,879,604,735
Claimsand Claims

Adjustmentsincurred 200,613,923 200,003,080
Changesin Estimates 793,708,099 (66,637,427)
Clai msand Claims

Adjustment Payments (134,246,920) (138,716,427)
BadanceatFiscd YerEnd  $ 2,734,329,063 $ 1,874,253,961

Petroleum Storage Tank Environmental Assurance Program:
The Office of the Petroleum Storage Tank Environmental Assur-
ance Program, arisk sharing pool, was created in the 1990 regular
session of the Kentucky General Assembly. However, pursuant to
an Executive Order issued by the Governor effective April 19,
1996, the Fund was moved from the Natural Resources and
Environmental Protection Cabinet to the Public Protection and
Regulation Cabinet. Thepurposeof the Fundisto assist petroleum
storage tank owners or operatorsin complying with federal finan-
cial responsibility requirements relating to petroleum storage
tanks and in cleaning up contamination caused by leaking tanks.
The Fund is funded by a fee paid by dealers on each gallon of
gasoline and special fuelsreceived in the State at arate of one and
four-tenths ($0.014) cents per gallon.

The Program insures petroleum storage tank owners or operators
for cost incurred for cleanup and other corrective action required
in cleaning up contamination caused by leaking petroleum storage
tanks. The Program also provides coveragefor third party claims
against the owners or operators for damages sustained as a result
of leaking storage tanks. Claims paid by the Program are subject
to deductibles which are applied separately, by occurrence, for
cleanup claims and third party damage claims. The deductibleis
set at $1,000 per occurrence for ownersor operators of fiveor less
tanks, at $5,000 for owners or operators of six to ten tanks, and at
$25,000 for owners of more than ten tanks.

The Fund establishes claims liabilities based on estimates of the
ultimate cost of claims (including future claim adjustment ex-
penses) that have been reported but not settled, and of claimsthat
have been incurred but not reported. The claims liability of
$312,295, 772 reportedinthefinancial statements, istheaggregate
actuarial determined claimsliability andisnot discounted. Changes
inthe Fund'saggregateliabilitiesfor claimsand claimsadjustment
for the past two years are:
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Fiscal Year Fiscal Year
1996 1995

Beginning of Fiscal

Y ear Liability $ 400,459,774  $ 400,000,000
Claimsand Claims

Adjustmentsincurred 42,529,660 36,897,354
ChangesinEstimates (101,528,000) (25,667,676)
Claimsand Claims

Adjustment Payments (17,048,586) (10,769,904)
BadanceatFiscd YerEnd  § 324,412,848 $ 400,459,774

Bond Pool:

The Bond Pool was established in 1986 to provide an aternative
bonding program for small to medium sized coal companies in
Kentucky. Membership in the Pool is voluntary and perspective
members must apply to become members. Applicants must meet
standards set by the Bond Pool Commission to be accepted as
members of the Bond Pool. These standards, used to evaluate
potential Bond Pool members, considersfactorssuchasthemining
experience, reclamation history, and financial condition of the

applicant.

Accepted members are rated by the Commission based on the
standards considered in the application process. Themembersare
rated and assessed an initial membership fee based on thisrating.
Thisfeerangesfrom $1,000t0$2,500. Additionally memberspay
tonnagefeesof $.05 per ton of surface mined coal and $.01 per ton
for underground mined coal. Provisionsarealsoineffect wherethe
tonnage fee is suspended, for members who have participated in
the Program for 36 months, when the Program bal ance exceeds $7
million.

The coal companies participating in the Program are required to
post apermit specific bond based onthe number of acrespermitted
and their rating in the Program. The Bond Pool in turn provides
coveragefor reclamation cost that exceed the permit specific bond
but [imitsclaimstothetotal amount of bond required by the permit.
The Bond Pool does not pay claimsfor costsincurred in excess of
the required bond amount.

The Program establishes claims liabilities based on estimates of
the ultimate cost of claims (including future claim adjustment
expenses) that have been reported but not settled, and of claimsthat
have been incurred but not reported. The claims liability of
$2,625,568 asreportedinthefinancial statements, istheaggregate
actuarial determined claims liability. The claims adjustment
liability of $813,926 isthe actuarial determined aggregateliability
and is not discounted. Changes in the Program’s aggregate
liabilities for claims and claims adjustment for the past two years
are:

Fiscal Y ear Fiscal Y ear
1996 1995

Beginning of Fiscal

Y ear Liability $ 3,177,682 $ 2,853,042
Claimsand Claims

Adjustmentsincurred 261,812 319,640
ChangesinEstimates
Claimsand Claims

Adjustment Payments 5,000
BaanceatFiscd YearEnd ¢ 3,439,494 $ 3,177,682

Mine Subsidence | nsurance:

The Mine Subsidence Insurance Program is administered by the
Department of Insurance. The provisions of the Program require
that al insurance policiesissued or renewed that insure astructure
located in any county in the State, except those specifically ex-
empted by KRS 304.44-60, shall include a separately stated pre-
mium for mine subsidence damage coverage. This premium is
assessed at the amount determined by the Program and the insurer
isrequired to cede this coverage to the Program. Theinsurer may
refuse to provide coverage where pre-existing damage is deter-
mined to exist. The Program provides coverage subject to a
deductible of 2% of the policy’ stotal insured value or not lessthan
$250 and not morethan $500. The Mine Subsidence Program also
limitsits coverage to $50,000 per structure.

The claimsliability of $25,000 reported in the Program at June 30,
1996, i shased ontherequirementsof GASB 10, whichrequiresthat
aliability for claimsbereportedif information prior totheissuance
of thefinancial statementsindicatesthat it isprobablethat liability
has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. Changesin the
Program'’s claims liability amount in fiscal 1996 and 1995 were:

Fiscal Year Fiscal Year
1996 1995

Beginning of Fiscal

Y ear Liability $ 25000 $ 184,000
Claimsand Claims

Adjustmentsincurred 25,000
ChangesinEstimates (145,485)
Claimand Claims

Adjustment Payments (38,515)
BdanceaFiscd YerEnd ¢ 25000 $ 25,000
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Risk Pools- Component Units

Grain Insurance:

The Grain Insurance Program is established to promote economic
stability inagricultureby providing coverageto grain producersfor
lossesincurredintheevent of afinancial failure of agrain dealer or
grain warehousemen. The Program is funded by a half cent per
bushel assessment on all marketed grain produced in Kentucky.
The Program also has provisions that the assessment can be
suspended when the bal ance of the Program reaches $3 million and
if suspended will be reapplied when the balance of the Program
dropsto $2 million.

The claims liability of $277,177 reported in the Fund at June 30,
1996, is based on the requirements of GASB 10, which states that
aliability for claimsbereported, if information prior totheissuance
of the financial statements indicates that a probable liability has
beenincurred at thedate of thefinancial statements, and theamount
of theloss can be reasonably estimated. Changesin the Program's
claimsliability amount in fiscal 1996 and 1995 were:

Fiscal Year
1996

Fiscal Year
1995

Beginning of Fiscal
Y ear Liability

Claimsand Claims

Adjustmentsincurred 277,177 79,000

ChangesinEstimates

Claimsand Claims

Adjustment Payments (79,000)

Baanceat Fisca Y ear End $ 277,177 $

Note 13

DEFEASANCE OF LONG-TERM DEBT

The State Property and Buildings Commissionissued $39,900,000
Revenue and Refunding Bonds, Project 57, dated August 1, 1995.
Thenet proceedsof thisissuewere$39,100,491 after discountsand
issuancecostsof $799,509. $15,000,000 of the proceedswereused
to finance new projects. The remaining $24,100,491 along with
$3,075,747 from the Debt Service Reserve Fund and $509,396 of
other available funds were placed in an escrow account with the
trustee to refund the Project 27 Revenue Bonds, dated October 1,
1986 and maturing May 1, 1996 through May 1, 2009. The money
will beinvested in certain direct obligations of the United States of
America, whichwill earninterest at such ratesand mature on such
dates so asto provide sufficient funds, together with any cash held
uninvested in the escrow fund, to pay theinterest of the Refunded
Bonds as same becomes due, the principal of the Refunded Bonds
at maturity and theredemption priceof the Refunded Bondssubject
to redemption prior to maturity.

The Refunding Bonds mature November 1, 1995 through Novem-
ber 1, 2015 and carry interest rates of 3.600% to 6.000%. The net
savings (reduction in cash flow) for the Refunding Bonds will be
$2,847,589. Thepresent valueof thesavingsis$1,555,142 at arate
of 5.956%.

The State Property and Buildings Commission issued $7,625,000
Revenue Refunding Bonds, Project 58, dated August 1, 1995. The
net proceeds of this issue were $7,494,189 after discounts and
issuance costs of $130,811. The net proceeds were placed in an
escrow account with the trustee to refund the Project 47 Revenue
Bonds and Project 39 (third series) Revenue Bonds. These bonds
mature February 1, 1996 through February 1, 2008. The money
will beinvestedin certain direct obligations of the United States of
America, whichwill earninterest at such ratesand mature on such
dates so asto provide sufficient funds, together with any cash held
uninvested in the escrow fund, to pay the interest of the Refunded
Bonds as same becomes due, the principal of the Refunded Bonds
at maturity and theredemption priceof the Refunded Bonds subj ect
to redemption prior to maturity.

The Refunding Bonds mature November 1, 1995 through Novem-
ber 1, 2007 and carry interest rates of 5.700% to 7.000%. The net
savings (reduction in cash flow) for the Refunding Bonds will be
$547,760. The present value of the savingsis $345,216 at arate of
5.058%.

The State Property and Buildings Commissionissued $261,250,000
Revenueand Revenue Refunding Bonds, Project 59, dated Novem-
ber 1,1995. Thenet proceedsof thisissuewere$264,080,621 after
premiums, discounts and issuance costs of $2,830,621.
$155,184,150 of the proceeds were used to finance new projects.
Theremaining $108,896,471 wasplacedinan escrow account with
the trustee to refund Project 52, Project 51, Project 50, Project 49,
Project 34 (second series), Project 48, and Project 40 Revenue
Bonds. Themoney will beinvested in certain direct obligations of
the United States of America, whichwill earninterest at such rates
and mature on such dates so asto provide sufficient funds, together
withany cash held uninvestedintheescrow fund, to pay theinterest
of the Refunded Bonds as same becomes due, the principal of the
Refunded Bonds at maturity and the redemption price of the
Refunded Bonds subject to redemption prior to maturity.

The Refunding Bonds mature May 1, 1996 through November 1,
2015 and carry interest rates of 4.200% to 6.750%. The net savings
(reductionincashflow) forthe Refunding Bondswill be $1,376,312.
The present value of the savingsis$1,253,048 at arate of 5.354%.

The Kentucky School Facilities Congruction Commisson issues

revenue bondsonbehal f of local school di grictstofinance construc-
tion of new facilities or the major renovation of exiging facilities.
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The Commission participates in the payment of debt service for
qualifying districts. During thefiscal year ended June 30, 1996, the
Commission issued the following refunding revenue bonds:

Revenue refunding bonds dated July 1, 1995, were issued for the
Warren County School District Finance Corporation to refund a
portion of 1987 and 1989 issues. The Commission's portion of the
refundingissuewas $9,046,265 maturing February 1, 1996 through
August 1, 2008, and carrying interest rates from 3.50% to 5.20%.
The proceeds were placed in an escrow account to fund the debt
service requirements for the Commission's portion of the 1987 and
1989 issues being refunded. Net savings to the Commission is
$726,085 and the present value of the savingsis $406,666 at arate
of 5.14%.

Revenuerefunding bondsdated August 1, 1995, wereissued for the
Estill County School District Finance Corporationto refund a1983
issueand aportion of a1987issue. The Commission'sportion of the
refunding issue was $488,788 maturing August 1, 1996 through
August 1, 2007, and carrying interest rates from 4.00% to 5.00%.
The proceeds were placed in an escrow account to fund the debt
servicerequirementsfor the Commission'sportion of the 1987 issue
being refunded. Net saving to the Commission is $50,156 and the
present value of the savingsis $38,110 at arate of 5.0117%.

Revenuerefunding bondsdated October 1, 1995, wereissued for the
Laurel County School District Finance Corporation to refund a
portion of a 1987 issue and a portion of a 1989 issue. The
Commission's portion of the refunding issue was $412,663 matur-
ing August 1, 1996 through August 1, 2008, and carrying interest
ratesfrom 4.40%1t0 4.60%. The proceedswereplacedinan escrow
account to fund the debt service requirementsfor the Commission's
portion of the 1987 and 1989 issuesbeing refunded. Net savingsto
the Commission is $51,131 and the present value of the savingsis
$38,139 at arate of 4.5935%.

Revenuerefunding bondsdated October 1, 1995, wereissuedfor the
Powell County School District Finance Corporation to refund a
1987 issue. The Commission's portion of the refunding issue was
$1,446,151 maturing June 1, 1996 through June 1, 2007, and
carrying interest rates from 4.50% to 4.60%. The proceeds were
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1987 issue being refunded. Net
savingsto the Commission is$127,125 and the present value of the
savings is $103,574 at arate of 4.5996%.

Revenuerefunding bondsdated November 1, 1995, wereissued for
the Henderson County School District Finance Corporation to
refund a 1989 issue. The Commission's portion of the refunding
issuewas$2,411,996 maturing April 1, 1996 through April 1, 2009,
and carryinginterest ratesfrom4.40%to4.75%. Theproceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded. Net

savingsto the Commission is$155,200 and the present value of the
savings is $120,044 at arate of 4.7085%.

Revenuerefunding bondsdated November 1, 1995, wereissued for
the Montgomery County School District Finance Corporation to
refund a portion of 1988 and 1989 issues. The Commission's
portion of the refunding issue was $2,050,000 maturing April 1,
1996 through April 1, 2009, and carrying interest ratesfrom 4.00%
t0 4.95%. The proceedswere placed in an escrow account to fund
the debt service requirements for the Commission's portion of the
1988 and 1989issuesbeing refunded. Net savingsto the Commis-
sion is $175,085 and the present value of the savingsis $134,261
at arate of 4.8140%.

Revenuerefunding bondsdated December 15, 1995, wereissued for
the Fayette County School District Finance Corporation to refund
portions of a September 1987, June 1988, August 1988, June 1989
and October 1990issues. The Commission's portion of the refund-
ingissuewas $14,025,599 maturing April 1, 1996 through October
1, 2010, and carrying interest rates from 4.50% to 5.25%. The
proceedswere placed in an escrow account to fund the debt service
requirements for the Commission's portion of the issues being
refunded. Net savings to the Commission is $1,274,129 and the
present value of the savingsis $781,157 at arate of 5.1910%.

Revenuerefunding bondsdated January 1, 1996, wereissuedfor the
Green County School District Finance Corporation to refund a
portionof a1989issue. The Commission'sportion of therefunding
issuewas $1,580,648 maturing May 1, 1996 through May 1, 2009,
and carrying interest rates from 4.00% to 4.90%. The proceeds
were placed in an escrow account to fund the debt servicerequire-
ments for the Commission's portion of the 1989 issue being
refunded. Net savings to the Commission is $137,487 and the
present value of the savingsis $106,635 at arate of 4.5500%.

Revenue refunding bonds dated February 1, 1996, wereissued for
the Carlisle County School District Finance Corporation to refund
a portion of a 1988 issue. The Commission's portion of the
refunding issue was $628,866 maturing May 1, 1996 through May
1, 2008, and carrying interest rates from 3.70% to 4.55%. The
proceedswere placed in an escrow account to fund the debt service
requirementsfor the Commission's portion of the 1988 issue being
refunded. Net savings to the Commission is $51,773 and the
present value of the savingsis $41,671 at arate of 4.3642%.

Revenue refunding bonds dated February 1, 1996, wereissued for
the Butler County School District Finance Corporation to refund a
portionof a1990issue. The Commission'sportion of therefunding
issuewas $1,413,988 maturing May 1, 1996 through May 1, 2010,
and carrying interest rates from 3.80% to 4.90%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1990 issue being
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refunded. Net savingstothe Commissionis$94,985 and the present
value of the savingsis $72,404 at arate of 4.7100%.

Revenue refunding bonds dated February 1, 1996, were issued for
the Harrodsburg I ndependent School District Finance Corporation
torefund aportionof a1989issue. The Commission'sportion of the
refundingissuewas$266,128 maturing April 1, 1996 through April
1, 2009, and carrying interest rates from 3.00% to 4.55%. The
proceedswere placed in an escrow account to fund the debt service
requirementsfor the Commission's portion of the 1989 issue being
refunded. Net savingstothe Commissionis$14,848 andthepresent
value of the savingsis $11,654 at arate of 4.5412%.

Revenuerefunding bonds dated March 1, 1996, wereissued for the
Cumberland County School District Finance Corporationto refund
a portion of a 1986 issue. The Commission's portion of the
refunding issue was $706,335 maturing June 1, 1996 through
December 1, 2006, and carryinginterest ratesfrom 3.50%t04.20%.
The proceeds were placed in an escrow account to fund the debt
servicerequirementsfor the Commission'sportion of the 1986issue
being refunded. Net savingsto the Commission is$60,256 and the
present value of the savings is $48,500 at arate of 4.1399%.

Revenue refunding bonds dated May 15, 1996, were issued for the
Jessamine County School District Finance Corporation to refund a
portionof a1986issue. The Commission'sportion of therefunding
issue was $940,000 maturing June 1, 1997 through June 1, 2006,
andcarryinginterest ratesfrom 3.80%t05.10%. Theproceedswere
placed in an escrow account to fund the debt service requirements
for the Commission'sportion of the 1986 issuebeingrefunded. Net
savings to the Commission is $91,562 and the present value of the
savings is $87,292 at arate of 4.8900%.

Revenue refunding bonds dated June 1, 1996, were issued for the
Bullitt County School District Finance Corporation to refund a
portion of a1986issue. The Commission'sportion of therefunding
issue was $1,525,000 maturing June 1, 1997 through June 1, 2006,
andcarryinginterest ratesfrom4.00%to4.70%. Theproceedswere
placed in an escrow account to fund the debt service requirements
for the Commission'sportion of the 1986 issuebeingrefunded. Net
savingsto the Commissionis$117,413 and the present value of the
savings is $112,308 at a rate of 4.5400%.

Revenue refunding bonds dated June 1, 1996, were issued for the
Paris Independent School District Finance Corporation to refund a
portionof a1989issue. The Commission'sportion of therefunding
issue was $810,000 maturing September 1, 1996 through March 1,
2010, and carrying interest rates from 4.00% to 5.25%. The
proceedswere placed in an escrow account to fund the debt service
requirementsfor the Commission's portion of the 1989 issue being
refunded. Net savingstothe Commissionis$55,327 andthepresent
value of the savingsis $36,844 at arate of 5.4593%.

Revenue refunding bonds dated June 1, 1996 were issued for the
Scott County School District Finance Corporation to refund a
portion of 21987 issue. The Commission'sportion of therefunding
issue was $1,415,000 maturing August 1, 1996 through August 1,
2007, and carrying interest rates from 4.30% to 5.00%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1987 issue being
refunded. Net savings to the Commission is $102,023 and the
present value of the savingsis $75,025 at arate of 4.9742%.

Revenue refunding bonds dated June 1, 1996, were issued for the
Logan County School District Finance Corporation to refund a
portion of a1988issue. The Commission'sportion of therefunding
issuewas $1,405,000 maturing February 1, 1997 through February
1, 2008, and carrying interest rates from 4.00% to 5.00%. The
proceedswere placed in an escrow account to fund the debt service
requirementsfor the Commission's portion of the 1988 issue being
refunded. Net savings to the Commission is $102,607 and the
present value of the savingsis $81,542 at arate of 5.0149%.

COMPONENT UNITS

Eastern K entucky University i ssued $8,615,000 Consolidated Edu-
cational Buildings Refunding Revenue Bonds, Series R, dated
August 1, 1995, torefundin advanceof maturity all SeriesM Bonds
maturingonandafter May 1, 1998. Thenet proceedsof $8,442,143,
after discountsand issuance cost of $172,857, were deposited with
an escrow agent. Thenet savingstotheUniversity is$566,499 and
the present value of the savings is $439,153 at arate of 4.96%.

Note 14

RELATED ORGANIZATIONS

TheCommonwealthhasseveral related organizations. Thefinancial
activities of these organizations are not included in the State's
financial statements. They are the East Kentucky Corporation,
West Kentucky Corporation, West K entucky Economic Devel opment
Fund, NorthernK entucky Convention Center Corporation, Kentucky
Employer's Mutual Insurance Authority and the Interstate Air
Pollution Control Commission. The Commonwealth holds no
economic interest in, nor has any financial responsibility for these
organizations.
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Note 15

LONG-TERM OBLIGATIONS

General Obligation bonds areissued through the State Property and
Buildings Commission, subject to general referendum approval
required by the Kentucky Constitution. General obligation bonds
pledgethefull faith, credit, and taxing power of the Commonwealth
and denoteapplication of specific or general tax revenuesto provide
payment of principal and interest requirementson thedebt. No new
issues of this type have been issued since 1965, and none are
outstanding or authorized but unissued at June 30, 1996.

RevenueBonds- General authorizationfor theuseof revenuebonds
iscontainedin Chapter 58 of the K entucky Revised Statutes. Specific
authority is contained in the legislation and related KRS chapters
creating and empowering the various debt issuing entities. Refer-
ence to such legidlation and lawsis made throughout the following
entity descriptions. Effective July 15, 1980, KRS 56.870 requires
prior approval of debt financing projects by the Kentucky General
Assembly sittinginregular or special sessions. Succeeding statutes
establish the methods for this approval and the exemptions fromiit.
Themajority of new debtissuesareapproved through the appropria
tion act. Per KRS 56.873, effective July 15, 1980, revenue bonds
having passed the above mechanisms, and not requiring State
appropriations, must receive an “A” rating by Moody’s Investors
Service or the equivaent rating by another qualified rating agency
prior to their sale.

Project revenue debt pledges only the revenues produced by the
project so funded as security for repayment and does not directly
obligate the Commonwealth. Kentucky’s project revenue debt
may befurther classified by the purpose of thedebt. Revenue debt
issued by the Kentucky Housing Corporation, Kentucky Infra-
structure Authority, Kentucky Higher Education Student Loan
Corporation, Kentucky Economic Development Finance Author-
ity, Kentucky Local Correctional Facilities Construction Author-
ity, Kentucky Agricultural Finance Corporation, and Kentucky
School Facilities Construction Commission is used asafinancing
mechanism for activities and facilities not used directly for State
purposes. Thetax-exempt statusof such“ municipal debt,” whether
issued by State or local governments, isused to provide financing
for entities unable to bear the costs of private financing when the
General Assembly deemssuch entitiesworthy of publicassistance.
Theother category of revenuedebt financesfacilitiesused directly
by State Governmentindaily activitiessuch asroads, parks, office
buildings, and educational facilities. The primary distinction
between these categoriesisthat thefirst type, with the exceptions
of the Kentucky School Facilities Construction Commission,
which succeeds the Kentucky School Building Authority, and the
Kentucky Infrastructure Authority, which succeeds the Kentucky
Pollution Abatement and Water Resources Finance Authority,
requires no State funds of any type to provide “debt service,”
principal andinterest payments, onthedebt. TheSchool Facilities
Construction Commission supplements funds provided by local
governments and school boards in varying percentages for debt
service. TheKentucky I nfrastructure Authority may accept appro-
priations made by the General Assembly, in addition to State and
Federal grants, related to the purposes for which it was created.
Thisdistinctionisimportant in analyzing thetruelevel of “ State”
debt and the “burden” of that debt on State resources.
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The agencies and authorities that issue debt and their respective
amounts of principal outstanding, net of discounts and defeased

bonds, at June 30, 1996, are asfollows (Expressed in Thousands):

Genera Long-Term Obligations Principal Interest Annual
Account Group Outstanding Rate Maturity To
Agency:
State Property & Buildings
Commission $ 1,158,556 2.4%-9.84% 2018
Turnpike Auth. of Kentucky 1,467,349 3.5%-9.7% 2015
Kentucky School Facilities
Construction Commission $ 1,266,375
Less: Loca schoal district
participation 757,938 508,437 2.2% - 8.25% 2016
Total $ 3,134,342
Future revenue bond debt service requirements, to be paid with
Sate funds, at June 30, 1996, are as follows (Expressed in
Thousands):
Y ear Ending June 30, Principal Interest Totals
1997 161,414 % 172,145 $ 333,559
1998 175,661 167,600 343,261
1999 187,540 157,865 345,405
2000 198,049 146,845 344,894
2001 187,886 146,382 334,268
Thereafter 2,223,792 994,911 3,218,703
3,134,342 $ 1,785,748 $ 4,920,090
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_ Principa Interest Annual Maturity
Component Unit Revenue Bonds Payable Outstanding Rate To
Kentucky Housing Corporation* $ 857,784 3.625%-9.875% 2028
Kentucky Infrastructure Authority* 197,200 3.9%-8.4% 2018
Kentucky Higher Education Student Loan Corporation 307,640 3.9%-9.25% 2012
Kentucky Local Correctional Facilities Construction Authority* 42,225 3.75%-5.50% 2014
Kentucky Economic Devel opment Finance Authority 91,312 5.4% 1999
University of Kentucky 332,279 2.5%-8.45% 2024
University of Louisville 155,850 3.0%-7.7% 2016
Eastern Kentucky University 67,090 3.0%-6.6% 2011
Western Kentucky University 57,054 2.6%-7.4% 2012
Murray State University 27,160 2.4%-8.0% 2016
Morehead State University 34,325 2.875%-7.15% 2014
Kentucky State University 23,115 3.0%-9.0% 2014
Northern Kentucky University 56,715 3.0%-8.3% 2021
Total Component Unit Revenue Bonds Payable $ 2,249,749
* Amounts do not include unamortized premiums, discounts,
or deferred loss or early retirement of debt.
Futurerevenuebond debt servicerequirementsfor bondsissued
by the Commonwealth's Component Units, at June 30, 1996, are
as follows (amounts expressed in thousands):
Y ear Ending June 30, Principal Interest Totals
1997 $ 113,314 $ 121,857 $ 235,171
1998 109,434 118,673 228,107
1999 196,991 113,106 310,097
2000 120,051 102,307 222,358
2001 110,400 96,468 206,368
Thereafter 1,599,559 803,147 2,402,706
$ 2,249,749 $ 1,355,558 $ 3,605,307

During thefiscal year ended June 30, 1996, thedebt i ssuing entities
described below sold revenue and revenue refunding bonds as
follows:

Kentucky State Property and Buildings Commission

The State Property and Buildings Commission is composed of the
Governor, Lieutenant Governor, Attorney General, Secretary of the
Finance and Administration Cabinet, Secretary of the Revenue
Cabinet, and Secretary of the Economic Development (formerly
Commerce) Cabinet. The Commission isan independent agency of
the Commonweslth created by KRS 56.450 and empowered upon
application of any State agency toissue bondsinitsown nameto pay
the costs of acquiring land and equipment, and the construction and
equipping of buildingsfor the occupancy and/or use of said agencies.

Duringthefiscal year ended June 30, 1996, the Commission issued
$308,775,000 in revenue and revenue refunding bonds as follows:

$39,900,000 (Project 57) in serial bonds maturing each November
1, 1995 through 2015 at 4.0% to 5.5%;

$7,625,000 (Project 58) inseria bondsmaturing each November 1,
1995 through 2007 at 5.7% to 7.0%; and

$261,250,000 (Project 59) in serial bonds maturing each May and
November 1, 1996 through 2015 at 4.5% and 6.75%.

Turnpike Authority of Kentucky

The Turnpike Authority of Kentucky was created in the 1960
regular session of the Genera Assembly under present KRS
sections 175.410 through 175.990 as a body corporate and politic
constituting a municipal corporation, political subdivision, and
instrumentality of the Commonwealth. The Authority is com-
posed of the Governor, Lieutenant Governor, Attorney General,
Secretary of Transportation, Commissioner of Highways, State
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Highway Engineer, and Secretary of Economic Development. The
Secretary of the Finance and Administration Cabinet currently
serves as the Authority’s Treasurer.

The Authority issued no bonds during the fiscal year ended June
30, 1996.

State Universities

The Board of Trustees of the University of Kentucky and the
Boards of Regents of the University of Louisville, Eastern Ken-
tucky University, Western Kentucky University, Murray State
University, Morehead State University, Kentucky State Univer-
sity, and Northern Kentucky University areauthorized under KRS
56.495 to issue debt for the purpose of constructing educational
buildings and housing and dining facilities. In addition, the
University of Louisvilleisspecifically authorized to i ssuedebt for
educational buildings under KRS 64.860 but is limited to $16
million of refunding debt.

During the fiscal year ended June 30, 1996, state supported
universitiesissued $22,770,000 in revenue and refunding revenue
bonds as follows:

$12,015,000, University of Kentucky, Consolidated Educational
Buildings Revenue Bonds, Series O, with $7,500,000 in serial
bondsmaturing each May 1, 1996 through 2006, and 2011 through
2013 at 5.0% and 5.7%; term maturities include $2,665,000 due
May 1, 2010 at 5.6%; and $1,850,000 due May 1, 2015 at 5.75%;

$2,140,000, University of Kentucky, Housing and Dining System
Revenue Bonds, Series P, maturing serially each June 1, 1997
through 2016 at 4.85% to 5.3%; and

$8,615,000, Eastern Kentucky University, Consolidated Educa
tional Buildings Refunding Revenue Bonds, Series R, maturing
serialy each May 1, 1996 through 2007 at 4.8% to 4.875%.

Kentucky Housing Corporation

TheHousing Corporation, establishedin 1972 under KRS Chapter
198A, isamunicipal corporation and political subdivision of the
Commonwealth governed by aboard of directorscomprised of the
Secretary of the Finance and Administration Cabinet, Commis-
sioner of the Department of Local Government, Secretary of the
Revenue Cabinet, Attorney General, Secretary of the Economic
Development Cabinet, Lieutenant Governor, and eight additional
members appointed by the Governor. The Corporation is author-
ized toincreasethe supply of housing for persons of lower income
by making or participating in insured construction loans, and
making or participating ininsured mortgageloanswhen financing
isnot available from private lenders under reasonably equivalent
terms and conditions. The Corporation is limited to a $1.125
billion total maximum principal value of debt outstanding.

During thefiscal year ended June 30, 1996, the Corporationissued or
remarketed $134,220,000 in Housing Revenue Bonds, as follows:

$6,365,000, 1995 Series F, arefunding issue, with $4,120,000 in
serial bonds maturing each January and July 1, 2000 through 2008,
at 4.35% t0 5.4%, and $2,245,000 in term bonds due July 1, 2017,
at 5.95%;

$18,635,000, 1995 Series G, with approximately $2,800,000
applied to refunding Prior Bonds of the Corporation. A total of
$1,030,000 in serial bonds mature each January and July 1, 1997
through 1999, at 4.2% to 4.5%, and term maturities include
$4,515,000 due January 1, 2015, at 6.125%, $7,640,000 due
January 1, 2024, at 5.625% and $5,450,000 due July 1, 2027, at
6.25% (not reoffered);

$1,560,000, 1995 Series H, a refunding issue, with $195,000 in
serial bonds due July 1, 2005, at 4.9% and $1,365,000 in term
bonds due July 1, 2017, at 5.7%.

$30,490,000, 1995 Series I, with approximately $18,740,000
applied to refunding Prior Bonds of the Corporation. A total of
$6,335,000 in serial bonds mature each January and July 1, 1997
through 2008, at 4.0% to 5.45%, and term maturities include
$6,365,000 due July 1, 2016 at 5.8% and $17,790,000 due July 1,
2027 at 5.85%;

$7,000,000, 1995 SeriesE, aremarketed issue, with $1,195,000in
serial bonds maturing each July 1, 1997 through 2005, at 4.0% to
5.05%, and July 1, 2008 at 5.45%. Term maturities include
$1,565,000 due July 1, 2015 at 5.8% and $4,240,000 due July 1,
2026 at 5.85 (not reoffered). A portion of the Series | proceeds
applies to refunding the remainder of 1995 Series E;

$50,000,000, 1996 Series A, with approximately $9,305,000
applied to refunding Prior Bonds of the Corporation. A total of
$8,645,000 in serial bonds mature each January and July 1, 1998
through 2008 at 4.40% to 5.85%, and term maturities include
$9,125,000 due July 1, 2015, at 6.25%, $12,000,000 due July 1,
2028, at 6.375% (not reoffered), and $20,230,000 due July 1, 2028
at 6.375%;

$9,325,000, 1996 Series B, arefunding issue, bearing 3.65% per
annum interest to the Tender Date as described below; and

$10,845,000, 1996 Series C, bearing 3.7% annum interest to the
Tender Date as described below.

SeriesB and C abovearesubj ect to mandatory tender on December
18, 1996, unless the Corporation designates any Business Day on
or after October 1, 1996 and prior to December 18, 1996 as the
Tender Date with respect to al or a portion of the Offered Bonds.
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Kentucky I nfrastructure Authority

The Authority was created by House Bill 217, passed into law
during the 1988 regular session of the Kentucky General Assem-
bly, to assist governmental agenciesinthe Statewith respect tothe
construction and acquisition of infrastructure projects as defined
in the legislation. Pursuant to this Act, which amends KRS
Chapter 224A, all powers, duties, and obligations of the Kentucky
Pollution Abatement and Water Resources Finance Authority,
including administration of debt serviceonrevenuebondspreviously
issued by the A uthority, aretransferredtotheK entucky I nfrastruc-
tureAuthority, whichisestablished asabody corporateand palitic,
constituting a public corporation and agovernmental agency and
instrumentality of the State.

During the fiscal year ended June 30, 1996, the Authority issued
$18,550,000 in revenue bonds as follows:

$15,455,000, Wastewater Revolving Fund Program RevenueBonds,
1995 Series D, with $13,155,000 in serial bonds maturing each
June 1, 1996 through 2013, at 3.8% to 5.5%, and term bonds of
$2,300,000 due June 1, 2015, at 5.75%;

$2,175,000, Solid WasteRevolving Fund Program RevenueBonds,
1995, Series C, with $1,735,000 in serial bonds maturing each
June 1, 2003 through 2013, at 4.75% to 5.5%, and $440,000 in
term bonds due June 1, 2015, at 5.9%; and

$920,000, Solid Waste Fund Program Revenue Bonds, 1995 Series
K Taxable, in serial bonds maturing each June 1, 1996 through
2002, at 6.2% to 6.8%.

Kentucky Higher Education Student Loan Corporation
TheCorporationisempowered by KRS Chapter 164A tomakeand
reinsure student loanswith the United States of America, pursuant
to the Federal Higher Education Act of 1965, and as a body
corporate and politic acts as a financing authority to assure a
secondary market for insured student loans. The Corporation is
governed by a seven member board of directors consisting of the
Chairman of the Council on Higher Education, the Secretary of the
Finance and Administration Cabinet, the Chairman of the Ken-
tucky Higher Education Assistance Authority, and four members
chosen from the general public. The Corporation islimited to a
maximum principal debt outstanding of $553 million.

Duringthefiscal year ended June 30, 1996, the Corporation issued
$15,980,000, Insured Student Loan Revenue Bonds, as follows:

$12,230,000, 1995 Series A, maturing serialy each June 1, 1997
through 1999, at 4.2% to 4.6%, December 1, 1999, at 4.6%, June
1, 2000, at 4.7%, and June 1, 2002, at 4.9%;

$750,000, 1995 Series B, due June 1, 2003, at 5.15%; and

$3,000,000, 1995 Series C, due June 1, 2003, at 5.45%.

All proceeds of Series A, B, and C above are to be applied to
refunding Prior Bonds of the Corporation.

Kentucky Local Correctional Facilities Construction Authority
The Authority isabody corporate and politic aswell asan agency
and instrumentality of the Commonwealth created in 1982 pursu-
ant to KRS 441.605 through 441.695, as amended, to provide
additional and alternative methods for acquiring, constructing,
improving or repairing, and financing both regional and local jail
facilities.

The Authority issued no bonds during the year ended June 30,
1996.

Kentucky School Facilities Construction Commission

By act of the 1985 Extraordinary Session of the General Assembly,
theKentucky School FacilitiesConstruction Commission (KSFCC)
was created as the successor agency to the Kentucky School
Building Authority (KSBA) and empowered pursuant to KRS
157.640 with al rights of successorship necessary to assure all
legal and contractual functions and liabilities associated with the
outstanding bondsissued in the name of KSBA, including refund-
ing of then existing KSBA debt.

The Commission is an independent corporate agency and instru-
mentality of the Commonwealth established by Act of the 1985
Extraordinary Session of the General Assembly, now codified as
KRS 157.611 through 157.640 and empowered thereinto: (1) act
on behalf of school districts to issue bonds in the name of the
Commission and to enter into lease agreements with local boards
of education to finance construction of new facilities or major
renovation of existing facilities; (2) enter into agreements which
may providefor apercentage discount, on abiennially renewable
basis, of annual |ease agreements due the Commission for those
districts which participate; and (3) enter into lease agreements
with the Department of Education to build State-owned facilities
operated by the Department of Education.

Duringthefiscal year ended June 30, 1996, K SFCC sold fifty-two
(52) school building revenue and revenue refunding bond issues
having aggregate state participation of $56,466,935 maturing
through June 1, 2016, at interest rates of 3.0% to 5.9%. These
bonds fund construction and renovation projects in county and
independent school districts throughout the Commonweal th.

Dueto the length of the listing, the reader is referred to the detail
Schedule of Bonds Outstanding at June 30, 1996, which is con-
tained in the publication titted SUPPLEMENTARY INFORMA-
TION to the Kentucky Comprehensive Annual Financial Report
for the Fiscal Y ear Ended June 30, 1996. Copiesof thisreport are
available from the Division of Accounts, Financial Reporting
Branch, 483 Capitol Annex, Frankfort, Kentucky 40601.

Kentucky Agricultural Finance Corporation
TheKentucky Agricultural Finance Corporationisapublic corpo-
ration and governmental agency of the Commonwealth estab-
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lished by Act of the 1984 General Assembly for the purpose of
“improving and promoting the health, welfare, and prosperity of
the people of the Commonwealth through the stimulation of
existing agricultural ventures.” The Authority's bond programis
designedto helplender banksand other financial institutionsassist
eligible farmers in obtaining low interest loans through the issu-
ance of tax-exempt agricultural revenue bonds. The Authority's
debt doesnot constitutealegal or moral obligation of the Common-
wealth, and this debt is not included in these genera purpose
financial statements.

The Authority issued no bonds during the year ended June 30,
1996.

Kentucky Economic Development Finance Authority
TheKentucky Economic Devel opment FinanceAuthority (KEDFA)
established in 1958 under KRS Chapter 154, is an independent
agency of State Government which operatesin close cooperation
with the Secretary of the Economic Development Cabinet to
promote the industrial development of Kentucky.

The Authority issued no revenue bonds that constitute a lega
obligation of the Commonwealth during the fiscal year ended
June 30, 1996.

During this same reporting period, KEDFA did issue $17,735,860
inIndustrial Revenue Bondswhich donot constituteageneral debt,
liability, or moral obligation of the Commonwealth. Accordingly,
thesegeneral purposefinancia statementsdo notincludeany assets
or liabilities related to the issuance of these bonds.

NOTES PAYABLE:

At June 30, 1996, the following entities had notes payable as
follows:

Kentucky Lottery Corporation

On May 27, 1993, the Corporation borrowed $9,500,000 to refi-
nance the remaining balances of two loans, $6,500,000 and
$3,000,000, which were originaly incurred in April 1991 and
October 1989, respectively. Thetermsof theloansrequirequarterly
principal payments of $500,000 with an annual interest of 3.46%.
The remaining balance of $500,000 will be paid during the year
ended June 30, 1997 and hasbeen recorded as current inthebalance
sheet as of June 30, 1996.

Kentucky Center for the Arts Corporation

The Corporation has a $50,000, non-interest bearing note with
scheduled principal payments of $25,000 in each of the next two
fiscal years.

Universities

The University of Kentucky Healthcare Collection Service, bor-
rowed $105,000 from University of Kentucky Hospital for acom-
puter system upgrade to assist its collection process. The $98,000

balance on this non-interest bearing note is payable in monthly
installments of $1,750 which retire principal of $21,000 during
fiscal years 1997 through 2000, and $14,000 during fiscal year
2001.

Morehead State University reported a $558,705 note payableto a
company repayableinmonthly installmentsof $4,904, plusinterest
at prime (currently 8.75%), to December, 2005.

The College Heights Foundation, reported a$45, 317 note payable
to Ogden College Foundation due in monthly installments of
$11,853, including interest at 8.625%, and secured by real estate
under capital lease to Western Kentucky University. The note
matures during fiscal year 1997.

Northern Kentucky University reported $1,285,000 in notes pay-
ablefor variousinstallment purchase contractsto acquire property
and equipment, toinclude $379,512 during fiscal 1996. Payments,
including interest, through June 30, 2001, total $1,438,000.
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Future debt service requirements for aggregate Notes Payable at June
30, 1996, are as follows (amounts expressed in thousands):

Y ear Ending June 30, Principal Interest Totals

1997 $ 1,050 $ 118 $ 1,168
1998 385 87 472
1999 378 64 442
2000 309 40 349
2001 106 27 133
Thereafter 264 53 317

$ 2492 % 389 $ 2,881

Changesin General Long-Term Obligations
Changesin general long-term obligations (Expressed in Thou-
sands) for thefiscal year ended June 30, 1996, are summarized

asfollows: State Judgements Unfunded

Supported & Employer

Compensated Capital Revenue Contingent Pension
Absences Leases Bonds Liabilities Contributions Totals

Balance at June 30, 1995 $ 157830 $ 1296 $ 3133332 $ 148,014 $ 127483 $ 3,567,955
ObligationsIncurred 120,659 350 365,242 332,576 10,713 829,540
Obligations Retired (107,740) (721) (364,232) (33,077) (505,770)
Balance at June 30, 1996 $ 170,749 $ 925 $ 3134342 $ 447513 % 138,196 $ 3,891,725
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Note 16

SEGMENT INFORMATION

Segment financial information for the Commonwealth’ sEnterprise
Funds for the year ended June 30, 1996, is presented below

(Expressed in Thousands):

Primary Gover nment
Enterprise Funds

Goods and Services Provided

Operating Revenues

Depreciation and Amortization
Expense

Operating Income (L 0ss)

Income (L oss) Before Operating
Transfersand Extraordinary Item

Operating Transfers:
In
Out

Net Income (Loss)

Current Contributed Capital:
Contributions

Fixed Assets:

Additions
Deletions

Net Working Capital
Total Assets
Bonds and Other Long-Term
Liabilities:
Payabl efrom Operating Revenue

and Operating Transfers-in

Total Equity

Kentucky
Lottery Industriesfor Insurance
State Parks Corporation the Blind Horse Park Administration Totals
Recreation and Lottery Light Equine
Lodging Operations Industry Museum Insurance
$ 42663 $ 542,845 $ 1,708 $ 3928 $ 322640 $ 913,784
4,311 4,277 40 956 548 10,132
(41,785) 151,552 (691) (2,494) (147,238) (40,656)
(41,770) 153,515 (691) (2,500) (143,554) (35,000)
40,637 862 1,430 1,230 44,159
(927) (147,000) (4,169) (152,096)
(2,060) 6,515 171 (1,070) (146,493) (142,937)
18,733 303 19,036
15,770 1,818 10 227 820 18,645
205 399 18 14 102 738
5,612 16,076 456 502 (52,582) (29,936)
111,381 355,457 1,103 15,798 568,125 1,051,864
3,067 324,727 22 158 1,467,252 1,795,226
102,498 23,292 1,000 15,092 (1,097,044) (955,162)
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CONDENSED STATEMENT
INFORMATION

Condensed Statement Infor mation
for the Commonwealth's Discretely
Presented Component Units.

i Kentuck
(Expressed in Thousands) Kentucky Kentucky Highery
Kentucky Kentucky Educational Economic Education
State Fair Center for the Television Devel opment Assistance
Board Arts Authority FinanceAuthority Authority
Educational Insuring
Facility Facility Television Debt Student
Goods and Services Provided Management Management Programming Issuance Loans
Assets
Current Assets $ 5556 $ 1,435 4359 $ 11,181 $ 28,078
Property, Plant and Equi pment (net) 114,908 24,266 10,838 153 1,955
Other Assets 2,074 933 5,930 190,682 35,331
Total Assets $ 122538 $ 26,634 21,127 % 202,016 $ 65,364
Liabilities
Current Liabilities $ 4077 $ 1,405 5290 $ 1363 $ 15,233
Other Liabilities 153 20,369 1,598
Revenue Bonds 91,312
Total Liabilities 4,077 1,558 25,659 92,675 16,831
Fund Equity
Contributed Capital 74,748 21,442
Retained Earnings:
Reserved for Revenue
Bond Retirement 45,173 42,525
Unreserved 43,713 3,634 (4,532) 64,168 6,008
Total Equity 118,461 25,076 (4,532) 109,341 48,533
Total Liabilitiesand Equity $ 122538 $ 26,634 21,127 % 202,016 $ 65,364
Operating Revenues $ 25192 $ 3,175 3283 $ 11,408 $ 10,576
Operating Expenses:
Operating and Other Expenses 24,039 6,466 17,955 6,077 39,326
Depreciation & Amortization 4,811 1,179 3,318 268 537
Operating Income (l0ss) (3,658) (4,470) (17,990) 5,063 (29,287)
Nonoperating Revenues(expenses) 770 2,846 (503) 385
Transfers:
From Primary Government 707 1,541 16,320 28,688
From Component Units 1,500
To Primary Government (371 (16) (494)
To Component Units
Net Income (L oss) (2,552) (83) (2,189) 5,063 (1,208)
Depreciation on Fixed Assets
Acquired by Capital Grants 4,131 789
Retained Earnings - July 1, 1995 42,134 2,928 (2,343) 104,278 49,741
Retained Earnings - June 30, 1996 $ 43713  $ 3,634 (4532) % 109,341  $ 48,533
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Kentucky
Local
Kentucky Higher Kentucky Kentucky Correctional
Education Educational K entupky Kentucky Agricultural Kmtucky Facilities
StudentLoan  SavingsPlan Housing Infrastructure Finance Grainlnsurance  Construction
Corporation Trust Corporation Authority Corporation Corporation Authority Totals
Insurance/
Grain
Student Investment Debt Debt Debt Warehousemen Debt

Loans Management Issuance Issuance Issuance Bond Issuance
$ 56,147 $ 343 % 254,429 $ 85077 $ 267 $ 1,791 $ 9130 $ 457,793
1,218 14,276 167,614
305,617 4,251 811,443 259,093 246 2,593 9,283 1,627,476
$ 362,982 $ 4594 $ 1,080,148 $ 344170 $ 513 $ 4384 % 18413 $ 2,252,883
$ 16,761 $ 459 $ 74,988 $ 11528 $ $ 307 % 1,775  $ 137,321
299,730 816,074 1,137,924
184,066 40,395 315,773
316,491 4,594 891,062 195,594 $ 307 42,170 1,591,018
96,190
40,457 151,001 148,576 427,732
6,034 38,085 513 4,077 (23,757) 137,943
46,491 189,086 148,576 513 4,077 (23,757) 661,865
$ 362,982 $ 4594 $ 1,080,148 $ 344170 $ 513 $ 4384 % 18413 $ 2,252,883
$ 32823 % $ 76,763 $ 49846 $ $ 311 $ 4830 $ 218,207
25,806 494 64,532 15,596 283 829 201,403
1,040 1,473 324 62 13,012
5,977 (494) 10,758 33,926 28 3,939 3,792
(82) 3 (1,713) 1,706
494 10,537 56,287
1,500
(881)
(1,500) (1,500)
4,477 10,676 44,463 3 28 2,226 60,904
4,920
42,014 178,410 104,113 510 4,049 (25,983) 499,851
$ 46,491 $ $ 189,086 $ 148576 $ 513 $ 4077 $ (23,757) $ 565,675
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CONDENSED STATEMENT INFORMATION

Condensed Balance Sheet
Univer sity and College Funds
(Expressed in Thousands)

ASSETS

Cash and Cash Equivalents
Investments, Net of Amortization
Receivables, Net:

State Agencies

Others
Interfund Receivables
Inventories
Land
Improvements Other Than Buildings
Buildingsand Improvements
Machinery and Equipment
Library Books
Livestock
Constructionin Progress
Other Assets

Total Assets

LIABILITIESAND FUND EQUITY

Liabilities:

AccountsPayable:

State Agencies

Others
Accrued Liabilities
Interfund Payables
Capital Lease Obligations
Notes Payable
BondsPayable
Amounts Held in Custody for Others
Deposits and Advance Payments
Deferred Revenue
Other Liabilities

Total Liabilities

Fund Equity:
Investment in Fixed Assets
Fund Balance:
Reservedfor:
Encumbrances
Capital Outlay
Restricted Gifts, Grants, and Contracts
Unreserved:
Designated for Universities and Colleges
Total Fund Equity

Total Liabilitiesand Fund Equity

University University
of of
Kentucky Louisville Others Totas

$ 166,833 $ 25213 $ 74686 $ 266,732
424,537 160,634 122,432 707,603
671 4,730 5,401
124,040 41,786 38,758 204,584
39,818 11,869 51,687
12,876 1,374 9,980 24,230
26,139 20,967 17,836 64,942
34,578 24,892 59,470
731,862 361,242 635,436 1,728,540
309,128 81,473 160,190 550,791
74,377 46,574 90,065 211,016
334 334
86,481 62,177 148,658
2,092 2,773 22,077 26,942
$ 2033432 $ 742,036 $ 1275462 $ 4,050,930
$ 4265 $ $ 1,037 $ 5,302
28,853 28,067 8,713 65,633
41,845 15,174 57,019
39,818 11,869 51,687
34,101 8,454 43,283 85,838
98 1,844 1,942
332,279 155,850 265,459 753,588
438 3,254 3,692
137 15,860 1,120 17,117
11,947 11,271 9,553 32,771
36,233 8%4 1,234 38,361
530,014 220,396 362,540 1,112,950
907,874 352,143 682,013 1,942,030
1,508 6,459 3,978 11,945
62,141 11,522 86,502 160,165
373,755 88,433 123,372 585,560
158,140 63,083 17,057 238,280
1,503,418 521,640 912,922 2,937,980
$ 2033432 $ 742,036 $ 1275462 $ 4,050,930
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Condensed Statement of Changesin Fund Balances
University and College Funds
(Expressed in Thousands)

University University
of of
Kentucky Louisville Others Totals
Total Revenues and Other Additions $ 813196 $ 281,988 $ 429,072 $ 1,524,256
Total Expenditures and Other Deductions 1,031,032 376,808 606,873 2,014,713
Transfersfrom (to) Primary Government 353,767 158,050 239,542 751,359
Net Increase for Y ear 135,931 63,230 61,741 260,902
Fund Balance and Other Credits, Beginning, As Restated 1,367,487 458,410 851,181 2,677,078
Fund Balance and Other Credits, Ending $ 1503418 $ 521,640 $ 912922 $ 2,937,980
Condensed Statement of Current Funds Revenues, Expendituresand Other Changes
Univer sity and College Funds
(Expressed in Thousands)
University University
of of
Kentucky Louisville Others Totals
Total Revenues $ 515236 $ 217945 $ 325527 $ 1,058,708
Expenditures:
Education and General 546,143 291,361 466,081 1,303,585
Auxiliary Enterprises and Hospitals 234,482 40,023 50,590 325,095
Total Expenditures 780,625 331,384 516,671 1,628,680
Mandatory Transfers (Net) 33,732 14,524 34,117 82,373
Total Expenditures and
Mandatory Transfers 814,357 345,908 550,788 1,711,053
Other Transfers and Additions 329,235 142,774 232,908 704,917
Non-Mandatory Transfers (Net) 41,175 13,800 6,416 61,391
Additions(Deductions) 7,231 8,182 1,765 17,178
Total Other Transfers and
Additions(Deductions) 377,641 164,756 241,089 783,486
Net Increase in Fund Balances $ (3830) $ 9193 $ 29% $ 8,359
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Note 17

COMMITMENTSAND CONTINGENCIES

Litigation - The Commonwealth, its units and employees are
parties to numerous legal proceedings, many of which normally
occur in governmental operations. Thelegal proceedingsarenot,
in the opinion of the Attorney General, likely to have a material
adverse impact on the Commonwealth’ s financial position.

In addition, the Commonwealth and its units are involved in
certain other legal proceedingswhich, if decided adversely to the
Commonwealth, may require the Commonwealth to make mate-
rial future expendituresfor expanded services or capital facilities
or may impair future revenue sources or may reguiretherefund of
prior collections. Itis neither possible to determine the outcome
of these proceedings nor to estimate the possible effects adverse
decisions may have on the future expenditures or revenue sources
of the Commonwealth.

The Commonwealth is involved in litigation concerning the
classification of state employees as being exempt from overtime
provisionsof theFair Labor StandardsAct. Theultimateoutcome
of the litigation cannot presently be determined. The Attorney
General's Office had indicated that probable payments could be
significant; however, thetotal amount to be paid isnot reasonably
estimable. Therefore, except for liability related to the initial
plaintiffs, no provision for any liability that may result upon
adjudication of this and similar cases has been made in the
accompanying financial statements.

Federal Grants- The Commonwealth receives significant finan-
cial assistancefromtheU.S. Government intheform of grantsand
Federal revenue sharing entitlements. Entitlement to these re-
sourcesisgenerally conditioned upon compliance with termsand
conditions of the grant agreements and applicable Federal regula-
tions, including the expenditure of the resources for eligible
purposes. Substantially al grants are subject to financial and
compliance audits by the grantors. Any disallowances as a result
of these audits become aliability of the Commonwealth.

L eases - The Commonwealth has entered into various operating
leases for land and buildings. All leases contain termination
clauses providing for the cancellation after 30, 60, or 90 days
written notice to the lessors. In addition, all leases contain
appropriation clauses indicating that continuation of the leaseis
subject to funding by the legislature. It is expected that in the
normal course of business most of these leaseswill bereplaced by
similar leases. Primary Government expenditures for rent under
leases for the years ended June 30, 1996 and 1995, amounted to
$35.7 million and $30.9 million, respectively. The operating
leases of the Commonweal th do not contain escal ation clausesfor
rental or expensewhich would require adjustment to bein compli-
ance with GASB Statement 13.

Sick Leave - It isthe policy of the Commonwealth to record the
cost of sick leave when paid. Generally, sincesick leave (earned
oneday per monthwith unlimited accumulation) ispaid only when
anemployeeisabsent duetoillness, injury, or related family death,
therewasnoliability for sick leaveat June 30, 1996. Theestimated
accumulated amount of unused sick leave at that date for the
governmental and proprietary funds was $230,079,949 and
$14,051,170, respectively.

Construction Projects - The Transportation Cabinet, at June 30,
1996, hascontractual commitmentsof approximately $684,774,000,
for the construction of numerous highway projects. It is antici-
pated that these projects will be funded with approximately 35%
State funds, 43% Federal funds, and the remaining 22% with
proceeds from the sale of revenue bonds.

Note 18

SUBSEQUENT EVENTS

Thedebt issuing entities of the Commonweal th issued or agreed to
admini ster State parti cipationin debt service paymentsfor revenue
bonds sold after June 30, 1996, and prior to December 30, 1996,
and reported other subsequent events for the same period, as
described below.

State Universities

On September 5, 1996, Western Kentucky University issued
$3,000,000 of Housing and Dining System Revenue Bonds, Series
M. The proceeds will be used to reimburse the Current Unre-
stricted Fund for amounts paid for renovation of existing campus
housing buildings. Serial bonds mature each December 1, 1996
through 2025, at 5.5%.

On December 18, 1996, the University of Louisville issued
$15,250,000 in Consolidated Educational Building Refunding
Bonds, SeriesG. Thebondsmatureserially andannually eachMay
1, 1997 through 2007 at 4.25% to 4.75%.

Kentucky Housing Corporation

On August 22, 1996, the Board of Directors authorized the devel-
opment of afinancing plan for the replacement refunding and new
issuance of Housing Revenue Bonds. The tota financing of
approximately $50,000,000isexpected to becompletedin October
1996. The proceeds of the transaction will be used to finance
mortgage loans for persons and families of lower and moderate
income.

Bonds dated June 27, 1996, include:
$1,500,000, 1996 Series C (remarketed), with term maturities of

$675,000 due July 1, 2022, at 6.25%, and $825,000 due July 1,
2028, at 6.3%.
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Bonds dated September 1, 1996, include:

$15,355,000, 1996 Series D, with term maturities of $2,400,000 due
July 1, 2006, at 5.05%, $2,660,000 due July 1, 2007, at 5.2%,
$7,710,000 due July 1, 2013, at 5.8%, and $2,585,000 due July 1,
2017, at 5.95%,

$23,130,000, 1996 SeriesE, with term bonds due January 1, 2028, at
6.3%, and

$10,015,000, 1996 Series F, with term bonds due July 1, 2010, at
7.21%.

Kentucky Higher Education Student Loan Corporation

On September 12, 1996, the Corporation issued $27,500,000 of
Insured Student Loan Revenue Bonds to continue its student loan
finance program. The $25,000,000 1996 Series A Bonds are sched-
uled to mature on June 1, 2026, and bear interest rates that change
weekly based on specified indices. The $2,500,000 1996 Series B
Bondsarescheduledto matureon June 1, 2003, and bear interest rates
at 5.15%.

Kentucky Educational Television

KET has agreed to provide contractual servicesto the Public Broad-
casting Service (PBS) for afiveyear period beginning subsequent to
June 30, 1996. Theservicesto beprovided include production of two
video series targeted at assisting individuals planning to take the
revised GED exam. In consideration for these services, KET will
receiveapproximately $5,300,000 over thefiveyear period according
to the approved budget summary.

Kentucky Lottery Corporation

The Corporationisinthe processof securing an agreement to borrow
up to $6,787,000 from afinancia institution. The proceeds will be
used to fund the renovation of real estate purchased during the year
ended June 30, 1996 to be used as new corporate headquarters. Itis
expected that the balance under this agreement will be drawn as
needed for such renovations, with repayment to begin upon occu-
pancy which is expected during the year ending June 30, 1998.

Kentucky Retirement Systems

Inaccordancewith KRS 78.534, effective August 1, 1996, all former
circuit clerksor former deputy clerkswhowerevestedintheK entucky
Employees Retirement System and who had not yet begun to draw
benefits, andall circuit clerksor deputy clerksthereafter taking office
will participateinthe County EmployeesRetirement System. There-
fore, the Kentucky Employees Retirement System was required to
transfer for each member affected, a dollar amount equal to the
member'sand employer'scontribution from thedate madeto thedate
transferred at the actuarially assumed interest rate of the Kentucky
Employees Retirement Systemin effect at thetimethe contributions
were originally made.
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The actual amounts transferred in November 1996 were
$12,291,086 in member contributions and $34,578,917 in em-
ployer contributions. At the time of the transfer, the actuarially
determined liability associated with these transfers had not yet
been determined.

Workers Compensation Funding Commission and L abor
Cabinet - Special Fund

As the result of the special session of the Kentucky Generd
Assembly, Governor Patton signed into law on December 12,
1996, |egisl ationthat significantly changestheworkers compen-
sation system and directly impactsthe Funding Commission and
Specia Fund.

TheFunding Commissionwill continueto collect assessmentsfor
the payment of Specia Fund claimsfiled through December 12,
1996. Payments for claims filed as of December 12, 1996, are
expected to continue through 2018. The Funding Commission
will continue to collect assessments for the payment of Specia
Fund claims until these claims are paid in full.

The Special Fund will continue to process payments for claims
filed asof December 12, 1996. The Specia Fundwill not process
new claimsafter December 12, 1996. Payment of claimsfiled as
of December 12, 1996, is expected to continue through 2018.

Kentucky PublicEmployeesDefer red Compensation Authority
The Small Business Job Protection Act of 1996 (P.L. 104-188)
makes anumber of favorable changesto Internal Revenue Code,
Section 457. Among them is Section 1448 of the Act which
amends Section 457 by removing therequirement that plan assets
be available for government creditors, and adds a requirement
that plan assetsbeheldin such away astoidentify and protect the
employees interest.

Section 457 now requiresthat the assets of agovernment employ-
ees deferred compensation plan be held in a trust, custodial
account or qualifying insurance contract that is held for the
exclusive benefit of participants.

Existing plans (including additional contributionsto such plans)
have until January 1, 1999, to create atrust or otherwise comply
with the new requirements.

Kentucky School Facilities Construction Commission

The Commission administers State participation in the debt
service payments of local public school district revenue bonds
issued subsequent to June 30, 1996, and maturing asto principal
through 2016 as follows:
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Notes to Combined Financial Statements

June 30, 1996

School District Sale Date Principal at Issue State Share Interest Rate
Campbell County 07/01/96 7,700,000 655,882 4.875-5.6%
Casey County 07/01/96 1,750,000 594,645 4.6-5.8%
Elizabethtown Independent 07/02/96 920,000 329,414 4.3-5.75%
Taylor County 07/02/96 780,000 185,180 5.125-6.0%
M eade County 07/03/96 4,350,000 535,544 5.05-6.0%
Grant County 07/04/96 330,000 277,588 4.25-5.9%
M adison County 07/08/96 5,155,000 777,145 5.65%
Middlesboro Independent 07/08/96 865,000 289,923 4.2-6.1%
Corbin Independent 07/09/96 895,000 227,435 5.375-5.5%
Hardin County 07/09/96 4,665,000 1,854,272 4.0-6.0%
Pulaski County 07/09/96 1,400,000 518,732 4.2-5.9%
Estill County 07/11/96 8,790,000 785,966 5.5-5.875%
Nelson County 07/11/96 4,290,000 813,649 4.0-5.8%
Paintsville Independent 07/12/96 550,000 125,448 4.55-5.7%
Barren County 07/15/96 3,710,000 708,416 4.0-5.6%
Menifee County 07/16/96 245,000 245,000 4.75-5.8%
Butler County 07/24/96 4,460,000 3,698,346 5.5-5.55%
Bullitt County 08/14/96 2,000,000 945,194 3.75-5.4%
Washington County 08/28/96 255,000 205,803 4.5-5.6%
Hickman County 09/04/96 170,000 170,000 5.15-5.75%
Cumberland County 09/06/96 235,000 127,067 4.5-5.7%
Bath County 09/09/96 185,000 185,000 5.0-5.7%
NicholasCounty 09/10/96 100,000 100,000 5.3-5.7%
Boyd County 09/10/96 425,000 425,000 4.6-5.7%
Carlisle County 09/11/96 165,000 165,000 5.0-5.75%
Frankfort Independent 09/12/96 2,675,000 1,919,381 4.375-5.0%
Magoffin County 09/12/96 260,000 217,373 4.75-5.75%
Woodford County 09/12/96 215,000 154,222 4.875-5.65%
Clark County 09/13/96 255,000 255,000 4.5-5.55%
Fairview Independent 09/13/96 120,000 104,999 5.0-5.75%
Knox County 09/13/96 425,000 378,225 5.15-5.3%
Walton-Veronalnd. 09/13/96 175,000 50,000 4.8-5.65%
Fort Thomas Independent 09/16/96 100,000 100,000 4.7-5.7%
LeslieCounty 09/16/96 240,000 240,000 5.0-5.375%
Letcher County 09/18/96 3,295,000 2,207,126 4.375-4.65%
Woodford County 10/23/96 7,675,000 1,231,197 4.2-5.6%
Carlisle County 10/30/96 145,000 65,758 5.1-5.4%
Floyd County 11/27/96 3,460,000 1,222,675 4.5-4.55%
WolfeCounty 12/04/96 1,385,000 412,504 3.7-5.0%
MetcalfeCounty 12/10/96 285,000 218,521 4.5-5.15%
Franklin County 12/11/96 4,245,000 3,372,720 4.45-4.7%
Bracken County 12/12/96 187,000 * 187,000 * NIC 5.4344%
Bracken County 12/12/96 515,000 466,203 4.8%
Magoffin County 12/12/96 850,000 850,000 4.2-5.0%
Nelson County 12/17/96 1,020,000 427,400 4.0-4.6%
Totals 81,917,000 29,025,953

*  Amounts are estimated, pending final participation agreements and debt service schedules.
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Audited financial statements for component units may be requested at the following addresses:

Bluegrass State Skills Corporation
Capital Plaza Tower

500 Mero Street

Frankfort, Kentucky 40601

Kentucky Turnpike Authority
Room 267, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Center for the Arts
5 Riverfront Plaza
Louisville, Kentucky 40202-2989

Kentucky Economic Development Finance Authority

Capital Plaza Tower
500 Mero Street
Frankfort, Kentucky 40601

Kentucky Higher Education Student L oan Corporation

10180 Linn Station Road
P.O. Box 24266
Louisville, Kentucky 40224-0266

Kentucky Housing Corporation
1231 Louisville Road
Frankfort, Kentucky 40601

Kentucky Retirement Systems
Perimeter Park West

1260 Louisville Road
Frankfort, Kentucky 40601

Teachers Retirement System
479 Versailles Road
Frankfort, Kentucky 40601

University of Louisville
Belknap Campus
Controller's Office
Louisville, Kentucky 40292

Western Kentucky University

Vice President for Finance and Administration
1 Big Red Way

Bowling Green, Kentucky 42101-3576

Murray State University
Financial Management and Planning
Murray, Kentucky 42071

Kentucky State University
Office of Administrative Affairs
East Main Street

Frankfort, Kentucky 40601

Kentucky L ottery Corporation
Two Paragon Centre Suite 400
6040 Dutchmans Lane
Louisville, Kentucky 40205-3271

Kentucky State Fair Board

Kentucky Fair and Exposition Center
P.O. Box 37130

Louisville, Kentucky 40233-7130

Kentucky Educational Television
600 Cooper Drive
Lexington, Kentucky 40502

Kentucky Higher Education Assistance Authority
1050 U.S. 127 South, Suite 102
Frankfort, Kentucky 40601

Kentucky Educational Savings Plan Trust
1050 U.S. 127 South, Suite 102
Frankfort, Kentucky 40601

Kentucky Infrastructure Authority
Suite 261, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Local Correctional Facilities Construction Authority
Suite 261, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Judicial Form Retirement System
P.O. Box 791
Frankfort, Kentucky 40602

University of Kentucky

General Accounting

371 Peterson Service Building
Lexington, Kentucky 40506-0005

Eastern Kentucky University

Vice President for Business Affairs
521 Lancaster Avenue

Richmond, Kentucky 40475-3101

Morehead State University

Office of Accounting and Budgetary Control
202 Howell-McDowell Administration Building
Morehead, Kentucky 40351-1689

Northern Kentucky University

Office of Business Affairs

Lucas Administration Center 726

Nunn Drive

Highland Heights, Kentucky 41099-8101
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COMBINING, INDIVIDUAL FUND AND ACCOUNT GROUP
SCHEDULESAND STATEMENTS
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GENERAL FUND

The General Fund accountsfor financial resources appropriated by the General Assembly that are not required to be accounted for in
another fund.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

GENERAL FUND

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
ACCOUNTS PAYABLE
TAX REFUNDS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE
TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
STATUTORY OBLIGATIONS
BUDGET STABILIZATION
INVENTORIES
UNRESERVED:
UNDESIGNATED
TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE
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June 30,1996

280,954
150,667
444,218
128,491

11,776

1,016,106

309,744
147,502
37,377
58,092

552,715

79,601
200,000
11,776

172,014

463,391

1,016,106




COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30 1996

(Expressed in Thousands)

June 30, 1996

REVENUES:
TAXES $ 5,104,779
LICENSES, FEES, AND PERMITS 18,492
INTERGOVERNMENTAL 4,691
CHARGES FOR SERVICES 3,942
FINES AND FORFEITS 36,335
INTEREST AND OTHER INVESTMENT INCOME 34,058
OTHER REVENUES 13,388
TOTAL REVENUES 5,215,685
EXPENDITURES:
GENERAL GOVERNMENT 312,968
LEGISLATIVE AND JUDICIAL 145,239
COMMERCE 15,741
EDUCATION AND HUMANITIES 2,430,095
HUMAN RESOURCES 1,013,663
JUSTICE 245,772
NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION 45,267
PUBLIC PROTECTION AND REGULATION 36,352
TRANSPORTATION 4,766
TOTAL EXPENDITURES 4,249,863
EXCESS OF REVENUES OVER EXPENDITURES 965,822

OTHER FINANCING SOURCES (USES):

OPERATING TRANSFERS IN 182,748
OPERATING TRANSFERS OUT (342,529)
TRANSFERS FROM COMPONENT UNITS 2,997
TRANSFERS TO COMPONENT UNITS (749,644)
CAPITALIZED LEASES 125

TOTAL OTHER FINANCING SOURCES (USES) (906,303)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES 59,519
FUND BALANCE AT JULY 1 404,681

INCREASE (DECREASE) IN INVENTORIES (809)
FUND BALANCE AT JUNE 30 3$ 463,391
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
BUDGET AND ACTUAL (BUDGETARY BASIS) - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:

BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES
TRANSFERS IN

TOTAL BUDGETED REVENUES
NON-BUDGETED:
OTHER REVENUES
ESCHEAT REVENUE
TRANSFERS IN (INTERFUND)

TOTAL NON-BUDGETED REVENUES
TOTAL REVENUES

EXPENDITURES:
GENERAL GOVERNMENT:
GOVERNOR'S OFFICE
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT -
PLANNING FUND
UNIFIED PROSECUTORIAL SYSTEM - COMMONWEALTH ATTORNEYS
UNIFIED PROSECUTORIAL SYSTEM - COUNTY ATTORNEYS
DEPARTMENT OF AGRICULTURE
OFFICE OF THE ATTORNEY GENERAL
AUDITOR OF PUBLIC ACCOUNTS
REGISTRY OF ELECTION FINANCE
LIEUTENANT GOVERNOR'S OFFICE
MILITARY AFFAIRS - GENERAL OPERATIONS
MILITARY AFFAIRS - DISASTER AND EMERGENCY SERVICES
LOCAL GOVERNMENT - VARIOUS AREA DEVELOPMENT DISTRICTS
LOCAL GOVERNMENT - ECONOMIC ASSISTANCE FUND
LOCAL GOVERNMENT - ECONOMIC DEVELOPMENT FUND
SECRETARY OF STATE - GENERAL OPERATIONS
DEPARTMENT OF THE TREASURY
BOARD OF ELECTIONS
PERSONNEL BOARD
SCHOOL FACILITIES CONSTRUCTION COMMISSION
EXECUTIVE BRANCH ETHICS COMMISSION
COMMISSION ON HUMAN RIGHTS
COMMISSION ON WOMEN
COUNCIL ON HIGHER EDUCATION
BUDGET RESERVE TRUST FUND
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Budget Actual Variance
5,043,202 5,087,752 44,550
19,055 18,491 (564)
4,410 4,692 282
2,235 3,886 1,651
34,645 36,339 1,694
25,600 30,398 4,798
132,000 147,000 15,000
8,144 3,022 (5,122)
13,125 17,068 3,943
5,282,416 5,348,648 66,232
53 53
5,251 5,251
30,203 30,203
35,507 35,507
5,282,416 5,384,155 101,739
3,426 3,426
2,184 2,112 72
187 180 7
12,900 12,899 1
13,625 13,624 1
13,336 12,305 1,031
8,896 8,896
4,197 4,197
3,698 3,560 138
475 432 43
9,485 8,532 953
5,443 4,609 834
6,952 6,572 380
37,143 28,614 8,529
22,416 19,450 2,966
1,827 1,827
1,751 1,751
3,944 3,944
455 446 9
61,436 55,983 5,453
207 196 11
1,731 1,693 38
178 178
10,123 9,858 265
200,000 200,000



Budget Actual Variance

PERSONNEL CABINET 4,362 4,254 108
EASTERN KENTUCKY UNIVERSITY 55,831 55,555 276
KENTUCKY STATE UNIVERSITY 19,117 19,117
MOREHEAD STATE UNIVERSITY 34,190 34,100 90
MURRAY STATE UNIVERSITY 39,946 39,946
NORTHERN KENTUCKY UNIVERSITY 30,554 30,554
UNIVERSITY OF KENTUCKY 253,975 253,880 95
UNIVERSITY OF KENTUCKY COMMUNITY COLLEGE SYSTEM 76,363 76,183 180
UNIVERSITY OF LOUISVILLE 142,837 142,558 279
WESTERN KENTUCKY UNIVERSITY 53,003 53,003
REVENUE:
GENERAL ADMINISTRATION 21,838 21,526 312
DEPARTMENT OF TAX COMPLIANCE 23,430 23,364 66
DEPARTMENT OF PROPERTY TAXATION 5,625 5,474 51
OFFICE OF PROPERTY VALUATION ADMINISTRATORS 17,954 17,736 218
FINANCE AND ADMINISTRATION - OFFICE OF THE SECRETARY 28,530 26,405 2,125
CAPITAL PLAZA AUTHORITY 59 57 2
KENTUCKY VETERANS CENTER 7,281 7,081 200
KENTUCKY HIGHER EDUCATION ASSISTANCE AUTHORITY 28,377 26,660 1,717
DEPARTMENT FOR ADMINISTRATION 3,318 3,318
DEPARTMENT FOR FACILITIES MANAGEMENT 7,900 7,018 882
SPECIAL ACCOUNTS - CAPITAL CONSTRUCTION 31,809 31,609 200
EMPOWER KENTUCKY CAPITAL CONSTRUCTION POOL B 38,261 38,261
EMPOWER KENTUCKY TECHNOLOGY POOL A 38,261 35 38,226
COUNTY COSTS 13,946 12,579 1,367
ACCESS TO JUSTICE 1,200 1,145 55
APPROPRIATIONS NOT OTHERWISE CLASSIFIED:
BOARD OF CLAIMS AWARDS 600 327 273
GUARDIAN AD LITEM 1,450 1,450
JUDGEMENTS 5,593 4,639 954
PRIOR YEAR CLAIMS 639 638 1
UNREDEEMED CHECKS REFUNDED 324 158 166
INVOLUNTARY COMMITMENTS 60 46 14
FRANKFORT IN LIEU OF TAXES 195 195
FRANKFORT CEMETERY 3 3
COURT ORDERED REFUNDS 46,400 24,805 21,595
POLICE AND FIREMEN LIFE INSURANCE 300 50 250
MASTER COMMISSIONER EMPLOYERS RETIREMENT 200 200
MASTER COMMISSIONER SOCIAL SECURITY 190 190
WORKERS' COMPENSATION 225 195 30
TOTAL GENERAL GOVERNMENT 1,460,061 1,169,598 290,463

LEGISLATIVE AND JUDICIAL:

GENERAL ASSEMBLY:
REGULAR SESSIONS 14,204 9,363 4,841
KENTUCKY LEGISLATIVE ETHICS COMMISSION 736 323 413
LONG TERM POLICY RESEARCH CENTER 375 311 64
LEGISLATIVE RESEARCH COMMISSION:
ADMINISTRATIVE 21,919 19,134 2,785
EDUCATIONAL PLANNING COMMISSION 200 200
JUDICIAL RETIREMENT SYSTEM 4,579 4,578 1
COURT OF JUSTICE - CASE MANAGEMENT SYSTEM 865 865
COURT OF JUSTICE - OPERATION AND ADMINISTRATION 95,905 95,904 1
COURT OF JUSTICE - LOCAL FACILITY SUPPORT 15,384 14,659 725
TOTAL LEGISLATIVE AND JUDICIAL 154,167 145,137 9,030
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
BUDGET TO ACTUAL (BUDGETARY BASIS) - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Budget Actual Variance
COMMERCE:
ECONOMIC DEVELOPMENT:
OFFICE OF THE SECRETARY 1,695 1,646 49
ADMINISTRATION AND SUPPORT 1,597 1,585 12
JOB DEVELOPMENT 1,890 1,819 71
FINANCIAL INCENTIVES 66,307 52,710 13,597
COMMUNITY DEVELOPMENT 3,504 3,352 152
TOURISM - OFFICE OF THE SECRETARY 1,189 1,139 50
BREAKS INTERSTATE PARK 170 153 17
DEPARTMENT OF TRAVEL DEVELOPMENT 6,188 6,091 97
KENTUCKY STATE FAIR BOARD 10,960 9,910 1,050
KENTUCKY HORSE PARK 2,466 2,466
DEPARTMENT OF PARKS 30,787 27,811 2,976
TOTAL COMMERCE 126,753 108,682 18,071
EDUCATION AND HUMANITIES:
OFFICE OF THE SECRETARY 1,600 1,557 43
COMMISSION ON DEAF AND HARD OF HEARING 342 341 1
KENTUCKY HERITAGE COUNCIL 711 711
KENTUCKY ARTS COUNCIL 3,308 3,289 19
EDUCATION:
SUPPORT EDUCATION EXCELLENCE IN KY (SEEK) 1,933,303 1,908,028 25,275
EXECUTIVE POLICY AND MANAGEMENT 2,609 2,609
MANAGEMENT SUPPORT SERVICES 217,001 211,968 5,033
LEARNING RESULTS SERVICES 54,719 54,718 1
LEARNING SUPPORT SERVICES 119,880 119,878 2
KENTUCKY EDUCATION TELEVISION 15,123 15,123
KENTUCKY HISTORICAL SOCIETY 3,905 3,169 736
KENTUCKY CENTER FOR THE ARTS 3,401 3,393 8
LIBRARIES AND ARCHIVES - DIRECT LOCAL AID 5,327 5,326 1
LIBRARIES AND ARCHIVES - GENERAL OPERATIONS 7,361 7,359 2
TEACHERS' RETIREMENT SYSTEM 61,829 61,829
WORKFORCE DEVELOPMENT - OFFICE OF THE SECRETARY:
GENERAL ADMINISTRATION AND PROGRAM SUPPORT 7,319 7,304 15
TEACHER RETIREMENT EMPLOYER CONTRIBUTION MATCH 8,652 8,322 330
WORKFORCE DEVELOPMENT:
DEPARTMENT FOR THE BLIND 1,701 1,691 10
OFFICE OF TRAINING AND REEMPLOYMENT 100 100
DEPARTMENT OF EMPLOYMENT SERVICES 1,960 1,920 40
BOARD FOR ADULT AND TECHNICAL EDUCATION 34 23 11
DEPARTMENT FOR TECHNICAL EDUCATION 63,619 63,519 100
DEPARTMENT FOR ADULT EDUCATION & LITERACY 10,530 10,480 50
VOCATIONAL REHABILITATION 8,261 8,211 50
TOTAL EDUCATION AND HUMANITIES 2,532,595 2,500,868 31,727
HUMAN RESOURCES:
OFFICE OF SUPPORT SERVICES 64,814 64,260 554
DEPARTMENT FOR MENTAL HEALTH AND MENTAL
RETARDATION SERVICES 132,125 132,125
DEPARTMENT FOR HEALTH SERVICES 50,160 50,160
COMMISSION FOR SPECIAL NEEDS CHILDREN 8,066 8,022 44
DEPARTMENT FOR SOCIAL INSURANCE - PROGRAMS 49,333 45,999 3,334
DEPARTMENT FOR SOCIAL INSURANCE - BENEFITS 100,093 80,342 19,751
DEPARTMENT FOR MEDICAID SERVICES - PROGRAMS 22,118 20,841 1,277
DEPARTMENT FOR MEDICAID SERVICES - BENEFITS 472,495 472,495
KENTUCKY HEALTH POLICY BOARD 3,000 3,000
DEPARTMENT FOR SOCIAL SERVICES - PROGRAMS 142,570 142,570
TOTAL HUMAN RESOURCES 1,044,774 1,019,814 24,960
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JUSTICE:
JUSTICE - ADMINISTRATION
DEPARTMENT OF STATE POLICE
DEPARTMENT OF CORRECTIONS:
MANAGEMENT
ADULT INSTITUTIONS
LOCAL JAIL ALLOTMENT
COMMUNITY SERVICES AND
LOCAL FACILITIES

TOTAL JUSTICE

NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION:
OFFICE OF THE SECRETARY
ENVIRONMENTAL QUALITY COMMISSION
KENTUCKY NATURE PRESERVES COMMISSION
DEPARTMENT FOR ENVIRONMENTAL PROTECTION
DEPARTMENT FOR NATURAL RESOURCES
DEPARTMENT FOR SURFACE MINING RECLAMATION
AND ENFORCEMENT
TOTAL NATURAL RESOURCES AND ENVIRONMENTAL

PROTECTION

PUBLIC PROTECTION AND REGULATION:
OFFICE OF THE SECRETARY
BOARD OF CLAIMS/CRIME VICTIMS COMPENSATION BOARD
BOARD OF TAX APPEALS
KENTUCKY RACING COMMISSION
PUBLIC SERVICE COMMISSION
DEPARTMENT FOR PUBLIC ADVOCACY
DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL
DEPARTMENT OF HOUSING, BUILDING, AND CONSTRUCTION
DEPARTMENT FOR MINES AND MINERALS
LABOR - OFFICE OF THE SECRETARY
DEPARTMENT OF WORKPLACE STANDARDS

TOTAL PUBLIC PROTECTION AND REGULATION

TRANSPORTATION:

AIR

RAIL

PUBLIC

TOTAL TRANSPORTATION

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES
FUND BALANCE AT JULY 1

NON-BUDGETED ITEMS

FUND BALANCE AT JUNE 30

Budget Actual Variance
4,966 4,962 4
40,779 40,529 250
24,629 24,180 449
128,416 127,448 968
14,908 14,390 518
41,756 41,214 542
255,454 252,723 2,731
7,461 7,300 161
209 187 22
677 677
19,448 19,326 122
9,436 9,436
9,754 9,331 423
46,985 46,257 728
304 304
459 428 31
447 317 130
846 832 14
7,223 6,304 919
12,755 12,549 206
1,547 1,546 1
3,066 3,059 7
9,041 8,877 164
483 482 1
1,633 1,485 148
37,804 36,183 1,621
4,976 2,104 2,872
83 62 21
3,141 2,750 391
8,200 4,916 3,284
5,666,793 5,284,178 382,615
(384,377) 99,977 484,354
404,864 404,864
(1,813) (1,813)
$ 20,487 503,028 482,541
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COMMONWEALTH OF KENTUCKY
SCHEDULE OF REVENUESBY SOURCE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES BY SOURCE
TAXES:
SALES AND GROSS RECEIPTS
INCOME:
INDIVIDUAL
CORPORATIONS
PROPERTY
COAL SEVERANCE
LICENSES AND PRIVILEGES
INHERITANCE AND ESTATE
MISCELLANEOUS
TOTAL TAXES

LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES BY SOURCE
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1,962,602

2,080,418
289,508
409,175
185,019

92,034
82,673
3,350

5,104,779

18,492
4,691
3,942

36,335

34,058

13,388

5,215,685




COMMONWEALTH OF KENTUCKY

SCHEDULE OF EXPENDITURESBY FUNCTION, CABINET, AND OBJECT

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed In Thousands)

GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT:

PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL CABINET FOR GENERAL GOVERNMENT

FINANCE AND ADMINISTRATION CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES
REISSUE UNREDEEMED TREASURY CHECKS

TOTAL FINANCE AND ADMINISTRATION CABINET

REVENUE CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL REVENUE CABINET

PERSONNEL CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
TRAVEL

TOTAL PERSONNEL CABINET
TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND COMMODITIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE:
ECONOMIC DEVELOPMENT CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
TRAVEL

TOTAL ECONOMIC DEVELOPMENT CABINET
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71,573
8,634
3,395

46,850

444
1,249
149

132,294

20,532
2,598
14,963
1,147
102
138
7,278
140

46,898

51,848
12,395
2,372
574
1,048
63,716

131,953

1,460
319
41

3

1,823

312,968

111,541
23,050
5,457

1

2,825
2,333
32

145,239

5,568
877
269

1,818
158

8,690

Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF EXPENDITURESBY FUNCTION, CABINET, AND OBJECT
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

TOURISM CABINET:
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June 30, 1996

PERSONAL SERVICES 4,206
UTILITIES, RENTALS, AND OTHER SERVICES 1,276
COMMODITIES AND SUPPLIES 163
GRANTS AND SUBSIDIES 1,183
CAPITAL OUTLAY 29
TRAVEL 169
JUDGEMENTS AND CONTINGENT LIABILITIES 25
TOTAL TOURISM CABINET 7,051
TOTAL COMMERCE 15,741
EDUCATION AND HUMANITIES:
EDUCATION AND HUMANITIES CABINET:
PERSONAL SERVICES 48,839
UTILITIES, RENTALS, AND OTHER SERVICES 5,311
COMMODITIES AND SUPPLIES 1,562
GRANTS AND SUBSIDIES 2,275,239
CAPITAL OUTLAY 526
TRAVEL 1,517
JUDGEMENTS AND CONTINGENT LIABILITIES 2
TOTAL EDUCATION AND HUMANITIES CABINET 2,332,996
WORKFORCE DEVELOPMENT CABINET:
PERSONAL SERVICES 65,937
UTILITIES, RENTALS, AND OTHER SERVICES 9,441
COMMODITIES AND SUPPLIES 3,890
GRANTS AND SUBSIDIES 14,638
CAPITAL OUTLAY 2,414
TRAVEL 864
JUDGEMENTS AND CONTINGENT LIABILITIES (85)
TOTAL WORKFORCE DEVELOPMENT CABINET 97,099
TOTAL EDUCATION AND HUMANITIES 2,430,095
HUMAN RESOURCES:
PERSONAL SERVICES 157,155
UTILITIES, RENTALS, AND OTHER SERVICES 26,525
COMMODITIES AND SUPPLIES 7,834
GRANTS AND SUBSIDIES 801,344
CAPITAL OUTLAY 1,778
TRAVEL 3,864
JUDGEMENTS AND CONTINGENT LIABILITIES 15,163
TOTAL CABINET HUMAN RESOURCES CABINET 1,013,663
JUSTICE:
PERSONAL SERVICES 132,942
UTILITIES, RENTALS, AND OTHER SERVICES 18,618
COMMODITIES AND SUPPLIES 13,798
GRANTS AND SUBSIDIES 66,238
CAPITAL OUTLAY 643
TRAVEL 1,045
DEBT SERVICE 207
JUDGEMENTS AND CONTINGENT LIABILITIES 12,281
TOTAL JUSTICE 245,772




NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION:

PERSONAL SERVICES

UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES

GRANTS AND SUBSIDIES

CAPITAL OUTLAY

TRAVEL

JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL NATURAL RESOURCES AND ENVIRONMENT PROTECTION

PUBLIC PROTECTION AND REGULATION:
PUBLIC PROTECTION AND REGULATION CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL PUBLIC PROTECTION AND REGULATION

LABOR CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL

TOTAL LABOR CABINET

TOTAL PUBLIC PROTECTION AND REGULATION

TRANSPORTATION :
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
TRAVEL

TOTAL TRANSPORTATION
TOTAL EXPENDITURES

89

June 30.1996

37,288
4,895
1,992
1,152

510
323
(893)

45,267

24,717
2,733
764
5,057
510
481
102

34,364

1,591
98

34
150

4

111

1,988

36,352

1,045
11
145
3,553
12

4,766

4,249,863




SPECIAL REVENUE FUNDS

The Special Revenue Funds account for special revenue sources dedicated to specific operations other than expendable trusts or major
capital projects. Kentucky usesthe following Special Revenue Funds:

Transportation Fund - accountsfor General Fundtransfers, agency revenue, federal revenue, andrelated expenditures
of the Transportation Cabinet including the constitutional Road Fund.

Federal Fund - accounts for monies received from the Federal Government.

Agency Revenue Fund - accounts for revenues and expenditures of restricted taxes, fees, and charges related to a
particular function or activity and usually appropriated by the General Assembly.

Other Special Revenue Fund - accounts for revenues and expenditures of restricted taxes, fees, and chargesrelated
to a particular function or activity, but not usually appropriated by the General Assembly.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
SPECIAL REVENUE FUNDS

JUNE 30, 1996

(Expressed in Thousands)

ASSETS

CASH AND CASH EQUIVALENTS
RESTRICTED CASH
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
RESTRICTED ASSETS

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE
TOTAL LIABILITIES

FUND BALANCE:

RESERVED FOR:
ENCUMBRANCES
STATUTORY OBLIGATIONS
LOANS
INVENTORIES
DEPOSIT WITH FISCAL AGENTS
COMPENSATING BALANCE WITH DEPOSITORIES
REVENUE BOND RETIREMENT

UNRESERVED:
DESIGNATED FOR HIGHWAY CONSTRUCTION
UNDESIGNATED

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

Other
Agency Special Totals
Transportation Federal Revenue Revenue June 30, 1996
$ 162,770 2,023 111,113 111,972 387,878
1,000 5,000 6,000
483,018 62,960 285,758 831,736
67,763 594,647 34,421 46,396 743,227
6,146 18,075 132,684 3,831 160,736
26,227 1,140 3,279 63 30,709
89,432 89,432
$ 746,924 705,317 349,457 448,020 2,249,718
$ 77,348 448,234 77,309 333 603,224
13,107 122,069 57,775 45,063 238,014
21,421 132,926 15,272 23,388 193,007
111,876 703,229 150,356 68,784 1,034,245
224,912 224,912
49,421 2,090 51,511
8,173 810 8,983
26,227 1,140 3,279 63 30,709
601 5,000 5,601
1,000 1,000
1,000 1,000
260,968 260,968
71,919 948 182,649 375,273 630,789
635,048 2,088 199,101 379,236 1,215,473
$ 746,924 705,317 349,457 448,020 2,249,718
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS

INTEREST AND OTHER INVESTMENT INCOME

OTHER REVENUES
TOTAL REVENUES

EXPENDITURES:
GENERAL GOVERNMENT
LEGISLATIVE AND JUDICIAL
COMMERCE
EDUCATION AND HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION
TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
TRANSFERS TO COMPONENT UNITS
CAPITALIZED LEASES

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES

AND OTHER FINANCING USES
FUND BALANCES AT JULY 1, AS RESTATED
INCREASE (DECREASE) IN INVENTORIES
INCREASE (DECREASE) IN RESERVE FOR
DEPOSIT WITH FISCAL AGENTS

FUND BALANCES AT JUNE 30

Other
Agency Special Totals
Transportation Federal Revenue Revenue June 30, 1996

$ 783630 $ 206,513 60,644 $ 1,050,787
94,419 15 50,114 291 144,839
1,771 3,333,434 14,024 7,451 3,356,680
18,836 1,328 243,332 5,959 269,455
32 2,367 1,751 4,150
35,036 286 4,756 27,664 67,742
2,882 57,920 40,168 16,076 117,046
936,606 3,392,983 561,274 119,836 5,010,699
53,967 46,224 81,440 181,631

189 2,004 131 2,324

1,165 25,792 6 26,963

480,594 51,613 147 532,354

2,500,608 305,763 127) 2,806,244

9,388 27,839 37,227

34,946 15,873 8 50,827

4,637 53,135 57,772

766,519 262,869 27,435 1,056,823
766,519 3,348,363 555,678 81,605 4,752,165
170,087 44,620 5,596 38,231 258,534
224 684 242,188 351,379 594,475
(159,511) (12,906) (147,226) (383,033) (702,676)
(62,466) (62,466)

225 225
(159,287) (12,222) 32,721 (31,654) (170,442)
10,800 32,398 38,317 6,577 88,092
626,864 (30,389) 160,397 372,658 1,129,530
(929) 79 387 1 (462)
(1,687) (1,687)

$ 635,048 $ 2,088 199,101 379,236 $ 1,215,473
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COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

TRANSPORTATION FUND
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES
TOTAL REVENUES

EXPENDITURES:
TRANSPORTATION:
GENERAL ADMINISTRATION AND SUPPORT
MOTOR VEHICLE REGULATION
JUSTICE - STATE POLICE
HIGHWAYS
OTHER
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES
FUND BALANCE AT JULY 1
INCREASE (DECREASE) IN INVENTORIES
INCREASE (DECREASE) IN RESERVE FOR
DEPOSIT WITH FISCAL AGENTS

FUND BALANCE AT JUNE 30
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$

June 30, 1996

783,630
94,419
1,771
18,836
32
35,036
2,882
936,606

49,487
34,742
40,523
640,132
1,635
766,519

170,087

224
(159,511)
(159,287)

10,800
626,864

(929)

(1,687)

635,048



COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE
SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands

Transportation Federal

Budget Actual Variance Budget Actual

Variance

REVENUES:
BUDGETED:
TAXES $ 784,960 $ 790,182 $ 5,222 $ $
LICENSES, FEES, AND PERMITS 92,098 93,283 1,185
CHARGES FOR SERVICES 18,915 18,819 (96)
FINES AND FORFEITS 75 33 (42)
INTEREST AND OTHER INVESTMENT INCOME 28,200 33,941 5,741
OTHER REVENUES 3,525 1,012 (2,513)

TOTAL BUDGETED REVENUES 927,773 937,270 9,497

NON-BUDGETED:

TAXES

LICENSES, FEES, AND PERMITS 15
INTERGOVERNMENTAL 1,004 1,004 2,863,032
CHARGES FOR SERVICES 1,351
FINES AND FORFEITS 9
INTEREST AND OTHER INVESTMENT INCOME 293
EMPLOYER CONTRIBUTIONS

OTHER REVENUES 1,637 1,637 59,069
TRANSFERS IN (INTERFUND) 224 224 721
TRANSFERS IN (INTRAFUND) 81 81 1,630

TOTAL NON-BUDGETED REVENUE 2,946 2,946 2,926,120

TOTAL REVENUES 927,773 940,216 12,443 2,926,120

EXPENDITURES:
GENERAL GOVERNMENT:
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT
CAMPBELL COUNTY FEES
DAVIESS COUNTY FEES
FAYETTE COUNTY FEES
HARDIN COUNTY FEES
JEFFERSON COUNTY FEES
KENTON COUNTY FEES
PIKE COUNTY FEES
WARREN COUNTY FEES
UNIFIED PROSECUTORIAL SYSTEM:
COMMONWEALTH ATTORNEYS 312 271
COUNTY ATTORNEYS
DEPARTMENT OF AGRICULTURE 1,316 1,159
OFFICE OF THE ATTORNEY GENERAL 1,273 1,135
AUDITOR OF PUBLIC ACCOUNTS
REGISTRY OF ELECTION FINANCE
MILITARY AFFAIRS:
DISASTER AND EMERGENCY SERVICES 22,954 19,621
GENERAL OPERATIONS
KENTUCKY RETIREMENT SYSTEMS
LOCAL GOVERNMENT -
VARIOUS AREA DEVELOPMENT DISTRICTS 36,957 31,996
SECRETARY OF STATE
DEPARTMENT OF THE TREASURY
BOARD OF:
ACCOUNTANCY
AUCTIONEERS
BARBERING
CHIROPRACTIC EXAMINERS
DENTISTRY
DIETITIANS AND NUTRITIONISTS
ELECTIONS
EMBALMERS AND FUNERAL HOME DIRECTORS
EXAMINERS AND REGISTRATION OF
ARCHITECTS

94

41

157
138

3,333

4,961



Agency Revenue

Totals

Budget Actual Variance Budget

$ $ $ 784,960
92,098
18,915
75
28,200
3,525
927,773

208,173

52,382

48,477

1,009,191

2,375

43,604

74

118,515

288,803

652,630

2,424,224

2,424,224
40 40 40
1,863 2,209 (346) 1,863
2,568 2,914 (346) 2,568
6,367 6,834 (467) 6,367
1,750 2,372 (622) 1,750
18,454 21,113 (2,659) 18,454
3,419 3,569 (150) 3,419
1,939 2,118 (179) 1,939
2,062 2,393 (331) 2,062
480 410 70 792
120 68 52 120
2,225 1,964 261 3,541
2,547 1,822 725 3,820
2,779 2,526 253 2,779
118 77 41 118
739 545 194 23,693
10,606 8,003 2,603 10,606
10,443 9,887 556 10,443
556 254 302 37,513
100 100 100
223 220 3 223
484 457 27 484
257 169 88 257
173 173 173
118 118 118
282 281 1 282
33 32 1 33
136 73 63 136
161 122 39 161
149 149 149

95

Actual Variance
790,182 5,222
93,283 1,185
18,819 (96)
33 (42)
33,941 5,741
1,012 (2,513)
937,270 9,497
208,173
52,397
2,912,513
1,010,542
2,384
43,897
74
179,221
289,748
654,341
5,353,290
6,290,560
40
2,209 (346)
2,914 (346)
6,834 (467)
2,372 (622)
21,113 (2,659)
3,569 (150)
2,118 (179)
2,393 (331)
681 111
68 52
3,123 418
2,957 863
2,526 253
77 41
20,166 3,527
8,003 2,603
9,887 556
32,250 5,263
100
220 3
457 27
169 88
173
118
281 1
32 1
73 63
122 39
149
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

Transportation

Federal

Budget Actual

Variance

Budget

Actual

Variance

EXAMINERS AND REGISTRATION OF
LANDSCAPE ARCHITECTS
EXAMINERS OF PSYCHOLOGISTS
EXAMINERS OF SOCIAL WORKERS
HAIRDRESSERS AND COSMETOLOGISTS
LICENSING HEARING AID DEALERS
AND FITTERS
LICENSURE FOR NURSING HOME
ADMINISTRATORS
MEDICAL LICENSURE
NURSING
OPHTHALMIC DISPENSERS
OPTOMETRIC EXAMINERS
ART THERAPISTS
OCCUPATIONAL THERAPY
RESPIRATORY CARE PRACTITIONERS
MARRIAGE AND FAMILY THERAPISTS
BOARD OF:
GEOLOGISTS
PHARMACY
PHYSICAL THERAPISTS
PODIATRY
REGISTRATION FOR PROFESSIONAL
ENGINEERS AND LAND SURVEYORS
SPEECH PATHOLOGY AND AUDIOLOGY
VETERINARY EXAMINERS
KENTUCKY ATHLETICS COMMISSION
EXECUTIVE BRANCH ETHICS COMMISSION
REAL ESTATE COMMISSION -
ADMINISTRATION
EDUCATION RESEARCH AND TRAINING
REAL ESTATE APPRAISER BOARD
COMMISSION ON WOMEN
COMMISSION ON HUMAN RIGHTS
COUNCIL ON HIGHER EDUCATION
PERSONNEL CABINET
DEFERRED COMPENSATION SYSTEM
EASTERN KENTUCKY UNIVERSITY
KENTUCKY STATE UNIVERSITY
MOREHEAD STATE UNIVERSITY
MURRAY STATE UNIVERSITY
NORTHERN KENTUCKY UNIVERSITY
UNIVERSITY OF KENTUCKY
UNIVERSITY OF KENTUCKY -
COMMUNITY COLLEGE SYSTEM
UNIVERSITY OF LOUISVILLE
WESTERN KENTUCKY UNIVERSITY
REVENUE CABINET:
ADMINISTRATION
DEPARTMENT OF TAX COMPLIANCE 1,092 1,088
DEPARTMENT OF PROPERTY TAXATION 260 260
OFFICE OF PROPERTY VALUATION
ADMINISTRATORS
FINANCE AND ADMINISTRATION:
OFFICE OF THE SECRETARY 125
OFFICE OF THE CONTROLLER
OFFICE OF MANAGEMENT SERVICES
CAPITAL PLAZA AUTHORITY
KENTUCKY VETERANS CENTER
KENTUCKY HIGHER EDUCATION ASSISTANCE
AUTHORITY
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125

125
5,922

215

41,321
41,630

1,117

77
2,982

50

33,967
2,987

776

48
2,940

165

7,354
38,643

341



Agency Revenue

Budget Actual

42 34
142 141
101 74
578 503
25 25
57 57
1,281 1,135
1,935 1,845
21 17
105 105
16 7
25 22
66 54
30 18
68 47
543 487
191 183
9 6
922 890
44 44
75 69
64 54
8 4
1,079 1,021
819 812
293 291
15 13

51
50 45
1,341 1,329
1,657 1,640
92,140 77,818
20,287 20,207
48,865 47,607
41,427 40,859
50,010 46,481
532,209 516,350
93,183 43,636
216,689 41,137
64,468 57,836
163 163
1,134 1,133
1,561 1,560
2,049 1,501
1,862 1,558
1,147 1,118
15 8
629 496
7,033 6,792
11,053 10,061

Variance

146

14,322

1,258
568
3,529
15,859

49,547

175,552
6,632

548

304
29

133
241

992

97

Totals
Budget Actual Variance

42 34 8
142 141 1
101 74 27
578 503 75

25 25

57 57
1,281 1,135 146
1,935 1,845 90
21 17 4

105 105
16 7 9
25 22 3
66 54 12
30 18 12
68 47 21
543 487 56
191 183 8
9 6 3
922 890 32

44 44
75 69 6
64 54 10
8 4 4
1,079 1,021 58
819 812 7
293 291 2
15 13 2
176 77 99
5,972 3,027 2,945
1,341 1,329 12
1,657 1,640 17
92,140 77,818 14,322
20,287 20,207 80
48,865 47,607 1,258
41,427 40,859 568
50,010 46,481 3,529
532,209 516,350 15,859
93,183 43,636 49,547
216,689 41,137 175,552
64,468 57,836 6,632

163 163
2,441 2,271 170
1,821 1,820 1
2,049 1,501 548
43,308 35,525 7,783
42,777 4,105 38,672
15 8 7
629 496 133
7,033 6,792 241
12,170 10,837 1,333
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

OFFICE OF GEOGRAPHIC INFORMATION
COUNTY COSTS - PUBLIC DEFENDER PROGRAM
DEPARTMENT FOR ADMINISTRATION

OFFICE OF GOVERNMENTAL SERVICES CENTER
DEPARTMENT FOR FACILITIES MANAGEMENT

TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL:
GENERAL ASSEMBLY - LONG TERM POLICY
RESEARCH CENTER AND ETHICS COMMISSION
LEGISLATIVE RESEARCH COMMISSION
JUDICIAL FORM RETIREMENT SYSTEM
COURT OF JUSTICE

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE:

ECONOMIC DEVELOPMENT -
ADMINISTRATION AND SUPPORT
FINANCIAL INCENTIVES
JOB DEVELOPMENT
COMMUNITY DEVELOPMENT

TOURISM -

OFFICE OF THE SECRETARY

TRAVEL DEVELOPMENT

DEPARTMENT OF PARKS

DEPARTMENT OF FISH AND WILDLIFE
RESOURCES

TOTAL COMMERCE

EDUCATION AND HUMANITIES:
COMMISSION ON THE DEAF AND HARD OF HEARING
ENVIRONMENTAL EDUCATION COUNCIL
KENTUCKY HERITAGE COUNCIL
KENTUCKY ARTS COUNCIL
OFFICE OF THE SECRETARY
EDUCATION -
EXECUTIVE POLICY AND MANAGEMENT
MANAGEMENT SUPPORT SERVICES
LEARNING RESULTS SERVICES
LEARNING SUPPORT SERVICES
KENTUCKY EDUCATIONAL TELEVISION
KENTUCKY HISTORICAL SOCIETY
LIBRARIES AND ARCHIVES -
DIRECT LOCAL AID
GENERAL OPERATIONS
TEACHERS RETIREMENT SYSTEM
WORKFORCE DEVELOPMENT -
OFFICE OF THE SECRETARY
JOB TRAINING COORDINATING COUNCIL

GENERAL ADMINISTRATION & PROGRAM SUPPORT

BOARD OF PROPRIETARY EDUCATION

STATE ADVISORY COUNCIL FOR
VOCATIONAL EDUCATION

DEPARTMENT FOR THE BLIND

OFFICE OF TRAINING AND REEMPLOYMENT

DEPARTMENT FOR EMPLOYMENT SERVICES

DEPARTMENT FOR TECHNICAL EDUCATION

DEPARTMENT FOR ADULT EDUCATION & LITERACY

DEPARTMENT OF VOCATIONAL REHABILITATION
TOTAL EDUCATION AND HUMANITIES

Transportation Federal
Budget Actual Variance Budget Actual Variance
246 241 5

1,723 1,589 134 153,142 95,021 58,121
1 1
238 181 57
239 181 58
1,059 634 425
69 68 1
25 22 3

13 13
600 425 175
1,766 1,162 604
792 783 9
865 635 230
484 453 31
129,899 121,514 8,385
2,279 1,997 282
206,800 199,153 7,647
419 34 385
121 54 67
1,206 1,086 120
1,452 1,072 380
168 139 29
10,497 7,603 2,894
156 130 26
6,915 6,146 769
65,161 30,602 34,559
48,527 45,348 3,179
27,215 20,335 6,880
9,890 8,337 1,553
36,572 35,293 1,279
549,418 480,714 68,704
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Agency Revenue

Budget Actual
115
377 375
2,449 2,424
1,278 1,117
35
1,273,022 1,002,081
493 79
1,152 33
90 83
2,595 1,864
4,330 2,059
303 250
1,529 1,247
895 435
7 7
24,888 24,735
27,622 26,674
218 77
225 146
199 161
306 288
97 19
432 294
2,192 2,023
519 372
1,559 1,152
2,388 1,322
339 316
5 4
1,119 883
3,425 3,384
4,865 4,458
103 102
1,845 1,691
30 5
2,759 2,754
34,809 33,292
2,212 1,028
2,724 2,177
62,370 55,948

Variance
115
2
25
161
35

270,941

414
1,119

731
2,271

53
282

460

153
948

141
79

18
78

138
169
147
407
1,066

236
41

407

154
25

1,517
1,184
547

6,422

99

Totals
Budget Actual Variance

115 115
377 375 2
2,695 2,665 30
1,278 1,117 161
35 35
1,427,887 1,098,691 329,196
493 79 414
1,153 33 1,120
90 83 7
2,833 2,045 788
4,569 2,240 2,329
303 250 53
1,529 1,247 282
1,954 1,069 885
69 68 1
32 29 3

13 13
600 425 175
24,888 24,735 153
29,388 27,836 1,552
218 77 141
225 146 79
991 944 47
1,171 923 248
97 19 78
916 747 169
132,091 123,537 8,554
2,798 2,369 429
208,359 200,305 8,054
2,807 1,356 1,451
460 370 90
1,211 1,090 121
2,571 1,955 616
3,425 3,384 41
168 139 29
15,362 12,061 3,301
103 102 1
156 130 26
8,760 7,837 923
65,191 30,607 34,584
51,286 48,102 3,184
62,024 53,627 8,397
12,102 9,365 2,737
39,296 37,470 1,826
611,788 536,662 75,126
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Transportation Federal
Budget Actual Variance Budget Actual Variance
HUMAN RESOURCES:
EXECUTIVE OFFICE OF SUPPORT SERVICES 14,589 14,214 375
DEPARTMENT FOR MENTAL HEALTH AND
MENTAL RETARDATION SERVICES 30,268 24,777 5,491
DEPARTMENT FOR HEALTH SERVICES 132,370 126,981 5,389
COMMISSION FOR SPECIAL NEEDS CHILDREN 4,948 4,630 318
HEALTH PURCHASING ALLIANCE
DEPARTMENT FOR SOCIAL INSURANCE -
PROGRAMS 98,932 82,797 16,135
BENEFITS 189,214 164,953 24,261
DEPARTMENT FOR MEDICAID SERVICES -
PROGRAMS 33,597 19,782 13,815
BENEFITS 1,508,819 1,438,294 70,525
KENTUCKY HEALTH POLICY BOARD
DEPARTMENT FOR SOCIAL SERVICES 151,177 149,676 1,501
TOTAL HUMAN RESOURCES 2,163,914 2,026,104 137,810
JUSTICE:
ADMINISTRATION 9,331 4,206 5,125
DEPARTMENT OF STATE POLICE 40,407 40,407 6,814 4,636 2,178
DEPARTMENT OF CRIMINAL JUSTICE TRAINING
DEPARTMENT OF CORRECTIONS -
MANAGEMENT 542 230 312
ADULT INSTITUTIONS 1,712 491 1,221
COMMUNITY SERVICE AND LOCAL FACILITIES 824 479 345
TOTAL JUSTICE 40,407 40,407 19,223 10,042 9,181

NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION:
OFFICE OF THE SECRETARY 2,245 1,985 260
KENTUCKY RIVER AUTHORITY
ENVIRONMENTAL QUALITY COMMISSION

KENTUCKY NATURE PRESERVES COMMISSION 80 78 2
DEPARTMENT FOR ENVIRONMENTAL PROTECTION 13,017 10,720 2,297
DEPARTMENT FOR NATURAL RESOURCES 2,743 1,876 867

DEPARTMENT FOR SURFACE MINING
RECLAMATION AND ENFORCEMENT -
SURFACE MINING RECLAMATION & ENFORCEMENT 14,835 12,976 1,859
AML RECLAMATION PROJECTS 22,455 7,488 14,967
TOTAL NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION 55,375 35,123 20,252

PUBLIC PROTECTION AND REGULATION:
BOARD OF CLAIMS AND CRIME
VICTIMS COMPENSATION 351 284 67
BACKSIDE IMPROVEMENT COMMISSION
KENTUCKY RACING COMMISSION

PUBLIC SERVICE COMMISSION 237 233 4
DEPARTMENT:
FOR PUBLIC ADVOCACY 1,430 1,045 385

OF ALCOHOLIC BEVERAGE CONTROL

OF FINANCIAL INSTITUTIONS

OF HOUSING, BUILDING, AND CONSTRUCTION

OF INSURANCE

FOR MINES AND MINERALS 757 582 175
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Agency Revenue Totals

Budget Actual Variance Budget Actual Variance
9,422 6,579 2,843 24,011 20,793 3,218
92,095 79,399 12,696 122,363 104,176 18,187
9,286 8,301 985 141,656 135,282 6,374
2,561 2,548 13 7,509 7,178 331
3,060 2,331 729 3,060 2,331 729
27,125 24,194 2,931 126,057 106,991 19,066
8,931 2,419 6,512 198,145 167,372 30,773
9,215 2,302 6,913 42,812 22,084 20,728
187,185 145,439 41,746 1,696,004 1,583,733 112,271
549 107 442 549 107 442
12,911 10,189 2722 ___1e4,088 159,865 4,223
362,340 283,808 78,532 2,526,254 2,309,912 216,342
2,484 1,718 766 11,815 5,924 5,891
6,715 6,715 53,936 51,758 2,178
18,766 17,393 1,373 18,766 17,393 1,373
110 97 13 652 327 325
5,808 4,118 1,690 7,520 4,609 2,911
578 536 42 1,402 1,015 387
34,461 30,577 3,884 94,091 81,026 13,065
1,015 340 675 3,260 2,325 935
1,117 807 310 1,117 807 310
10 10 10 10
512 227 285 592 305 287
17,390 11,715 5,675 30,407 22,435 7,972
6,435 3,227 3,208 9,178 5,103 4,075
5,966 4,107 1,859 20,801 17,083 3,718
22,455 7,488 14,967
32,445 20,423 12,022 87,820 55,546 32,274
1,256 820 436 1,607 1,104 503
219 107 112 219 107 112
15,155 14,203 952 15,155 14,203 952
23 11 12 260 244 16
2,757 1,853 904 4,187 2,898 1,289
515 511 4 515 511 4
6,560 6,550 10 6,560 6,550 10
25,905 25,210 695 25,905 25,210 695
10,108 6,918 3,190 10,108 6,918 3,190
850 154 696 1,607 736 871
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUE, EXPENDITURES, AND CHANGESIN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Transportation Federal
Budget Actual Variance Budget Actual Variance
LABOR CABINET -
OFFICE OF THE SECRETARY
OCCUPATIONAL SAFETY AND HEALTH
REVIEW COMMISSION 191 175 16
WORKPLACE STANDARDS 2,965 2,584 381
TOTAL PUBLIC PROTECTION AND REGULATION 5,931 4,903 1,028
TRANSPORTATION:
ADMINISTRATION & SUPPORT 56,097 48,754 7,343
REVENUE SHARING 283,684 219,528 64,156
AIR TRANSPORTATION 377 182 195
HIGHWAYS 919,050 440,199 478,851 794,196 257,936 536,260
HIGHWAYS-PUBLIC TRANSPORTATION 6,256 5,018 1,238
RAIL TRANSPORTATION 436 122 314
VEHICLE REGULATION 23,801 21,419 2,382 3,367 1,891 1,476
DEBT SERVICE 155,650 155,650
TRANSFERS TO CAPITAL CONSTRUCTION 5,857 5,857
ROAD FUND JUDGEMENTS 19,278 105 19,173
1990 ECONOMIC DEVELOPMENT BOND PROJECTS
TOTAL TRANSPORTATION 1,463,417 891,512 571,905 804,632 265,149 539,483
TOTAL EXPENDITURES 1,505,547 933,508 572,039 3,753,640 2,918,399 835,241
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES (577,774) 6,708 584,482 7,721
OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY 338 338
HUMAN RESOURCES 3 3
MOTOR POOL RECEIPTS
TOTAL OTHER FINANCING SOURCES (USES) 341 341
EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES AND
OTHER FINANCING USES (577,433) 7,049 7,721
FUND BALANCES AT JULY 1 616,170 616,170 16,629
NON-BUDGETED ITEMS (109) (109) (9,825)
FUND BALANCES AT JUNE 30 $ 38,73/ $ 623,110 $ 584,373 $ $ 14,525 $
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Agency Revenue

Budget Actual
3,197 2,973
66,545 59,310
18,447 16,863
116 55
45,031 11,261
66

3,895 1,875
282,461 70,122
350,016 100,176
2,213,151 1,581,056
843,168

16,974

16,974
860,142
786,429

(868,650)
$ (11,921

Variance

224

7,235

1,584
61
33,770
66

2,020

212,339

249,840

632,095

103

Totals
Budget Actual Variance

3,197 2,973 224
191 175 16
2,965 2,584 381
72,476 64,213 8,263
74,544 65,617 8,927
283,684 219,528 64,156
493 237 256
1,758,277 709,396 1,048,881
6,322 5,018 1,304
436 122 314
31,063 25,185 5,878

155,650 155,650

5,857 5,857
19,278 105 19,173
282,461 70,122 212,339
2,618,065 1,256,837 1,361,228
7,472,338 5,432,963 2,039,375

857,597

338 338

3 3

16,974

341 17,315

874,912

1,419,228

(878,584)

1,415,556




DEBT SERVICE FUND

The Debt Service Fund accountsfor payment of principal, interest, and administrative fees due on general long-term debt issues of the
Commonwealth, and for the accumulation of financial resources used to make such payments.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

DEBT SERVICE FUND

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE

TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED:
DESIGNATED FOR DEBT SERVICE

TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE

105

June 30, 1996

47,829
31,974
265,979
101,874
345

448,001

1,536
26,822
100,530

128,888

273,319

45,794

319,113

448,001




COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

DEBT SERVICE FUND
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:
PRINCIPAL RETIREMENT
INTEREST AND FISCAL CHARGES
OTHER EXPENDITURES

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):

OPERATING TRANSFERS IN - GENERAL FUND
OPERATING TRANSFERS IN - CAPITAL PROJECTS FUND
OPERATING TRANSFERS IN - AGENCY REVENUE FUND
OPERATING TRANSFERS IN - OTHER SPECIAL REVENUE FUND
OPERATING TRANSFERS IN - STATE FAIR BOARD FUND
OPERATING TRANSFERS OUT - GENERAL FUND
OPERATING TRANSFERS OUT - CAPITAL PROJECTS FUND
PROCEEDS FROM SALE OF BONDS:

NEW ISSUES

REFUNDING ISSUES
PAYMENTS TO REFUNDED BOND ESCROW AGENT

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1, AS RESTATED

FUND BALANCE AT JUNE 30

106

June 30, 1996

423
23,927
173

24,523

217,140
171,564
3,426

392,130

(367,607)

114,306
25,523
64,943

151,527

371

(26,568)

(1,448)

1,973
140,503
(142,038)

329,092

(38,515)

357,628

319,113




CAPITAL PROJECTS FUND

The Capital Projects Fund accountsfor financial resources appropriated by the General Assembly for the acquisition, construction, or
renovation of major capital facilities, and for the acquisition of major equipment other thanthat financed by proprietary funds, certain
trust funds, and university and college funds.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

CAPITAL PROJECTSFUND

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE

TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
UNRESERVED:
UNDESIGNATED

TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE

108

June 30, 1996

32,215
300,673
8,822
3,894

345,604

8,660
794
16,240

25,694

37,267
121,708

160,935

319,910

345,604




COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

CAPITAL PROJECTSFUND
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
INTERGOVERNMENTAL
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:
CAPITAL OUTLAY:

GENERAL GOVERNMENT
LEGISLATIVE AND JUDICIAL
COMMERCE
EDUCATION AND HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION
PUBLIC PROTECTION AND REGULATION
TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
PROCEEDS FROM SALE OF BONDS :

NEW ISSUES

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1, AS RESTATED

FUND BALANCE AT JUNE 30
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June 30, 1996

33,517
19,817
2,457

55,791

15,440
269
25,001
7,848
8,037
11,220
4,461
386
6,583

79,245

(23,454)

56,772
(46,831)

155,234

165,175

141,721

178,189

319,910




COMMONWEALTH OF KENTUCKY

SCHEDULE OF CONSTRUCTION IN PROGRESS
CAPITAL PROJECTSFUND - (BUDGETARY BASIS)

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

GENERAL GOVERNMENT
CABINET OF THE GENERAL GOVERNMENT
REVENUE CABINET
FINANCE AND ADMINISTRATION CABINET
CABINET FOR UNIVERSITIES

TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL
LEGISLATIVE CABINET

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE
CABINET FOR ECONOMIC DEVELOPMENT
TOURISM CABINET

TOTAL COMMERCE

EDUCATION AND HUMANITIES
EDUCATION, ARTS AND HUMANITIES CABINET
CABINET FOR WORKFORCE DEVELOPMENT

TOTAL EDUCATION AND HUMANITIES

HUMAN RESOURCES
CABINET FOR HUMAN RESOURCES

TOTAL HUMAN RESOURCES

JUSTICE
JUSTICE CABINET

TOTAL JUSTICE

NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION

NATURAL RESOURCES AND ENVIRONMENTAL
PROTECTION CABINET
TOTAL NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION
PUBLIC PROTECTION AND REGULATION CABINET
LABOR CABINET

TOTAL PUBLIC PROTECTION AND REGULATION

TRANSPORTATION
TRANSPORTATION CABINET

TOTAL TRANSPORTATION

TOTAL PROJECTS

Appropriations Expenditures Unexpended
To Date Prior Years Current Year Totals Balances

$ 98,130 $ 27,967 $ 8,219 § 36,186  $ 61,944
3,086 1,607 909 2,516 570
206,796 95,814 13,623 109,437 97,359
2,069,128 742,905 61,407 804,312 1,264,816
2,377,140 868,293 84,158 952,451 1,424,689
3,524 2,935 269 3,204 320
3,524 2,935 269 3,204 320
131,067 46,795 14,541 61,336 69,731
199,901 30,588 29,190 59,778 140,123
330,968 77,383 43,731 121,114 209,854
56,224 15,970 3,764 19,734 36,490
47,189 37,268 3,609 40,877 6,312
103,413 53,238 7,373 60,611 42,802
67,174 29,163 8,212 37,375 29,799
67,174 29,163 8,212 37,375 29,799
85,776 51,500 10,444 61,944 23,832
85,776 51,500 10,444 61,944 23,832
43,881 7,072 4,716 11,788 32,093
43,881 7,072 4,716 11,788 32,093
915 733 92 825 90
1,464 1,057 294 1,351 113
2,379 1,790 386 2,176 203
34,942 17,865 6,800 24,665 10,277
34,942 17,865 6,800 24,665 10,277
$ 3,049,197 $ 1,109,239 $ 166,089 $ 1,275,328 § 1,773,869
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ENTERPRISE FUNDS

The Enterprise Funds - account for those public corporations empowered by the Kentucky Revised Statutes (KRS) to provide certain
servicestothecitizensof Kentucky and the operation of State agenciesthat providegoodsor servicestothegeneral publiconauser charge
basis. The State enterprise operations are described below.

StatePar ksFund - accountsfor revenuesearned and expensesincurredinthecommercial operationsof the Department
of Parks.

Kentucky L ottery Cor por ation - empowered by KRS 154A to administer the Kentucky statelottery created pursuant
to amended Section 226 of the Constitution of Kentucky as ratified by the voters of the Commonwealth.

Industriesfor the Blind Fund - accountsfor revenues earned and expensesincurred in the commercial operations of
the Department for the Blind.

State Horse Park Fund - accounts for revenues earned and expenses incurred in the commercial operations of the
Kentucky Horse Park.

Insurance Administration Fund - accounts for insurance risk pools operated by the State. These include:

Kentucky Kare - a self insured health care plan offered to employees of the State, local boards of
education, local health departments, and retirees under the age of 65.

Workers Compensation Special Fund - provides benefits for workers with illnesses which are not
attributable to one employer.

Petroleum Storage Tank Environmental Assurance Program - providesfor theclean-up of leaking
underground storagetanksin amountsthat exceed theinsurance coverage required of theownersand
operators.

Mine Subsidence I nsurance Program - to provide coverage against |osses arising out of or dueto
mine subsidence within this state.

Bond Pool Program - to provide coverageto reclaim surface mined land when the permit holder has
forfeited bonds posted for such purpose.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
ENTERPRISE FUNDS

JUNE 30, 1996

(Expressed in Thousands)

Kentucky Industries
State Lottery for the Horse Insurance Totals
Parks Corporation Blind Park Administration June 30, 1996
ASSETS
CASH AND CASH EQUIVALENTS $ 6,242 17,805 108 $ 394 $ 134,975 $ 159,524
INVESTMENTS, NET OF AMORTIZATION 31,692 2,563 34,255
RECEIVABLES, NET 1,407 19,824 203 329 1,870 23,633
INTERFUND RECEIVABLES 114 22 2 916 1,054
INTEREST RECEIVABLE 4,992 4,992
INVENTORIES 3,649 3,044 204 312 19 7,228
PREPAID EXPENSES 16 192 13 221
TOTAL CURRENT ASSETS 11,428 72,557 537 1,050 145,335 230,907
OTHER ASSETS:
LONG TERM INVESTMENTS 1,555 273,194 120 15 420,219 695,103
LONG-TERM RECEIVABLES 2,312 2,312
TOTAL OTHER ASSETS 1,555 275,506 120 15 420,219 697,415
FIXED ASSETS:
LAND 10,678 423 50 2,954 14,105
IMPROVEMENTS OTHER THAN BUILDINGS 40,767 396 13,753 54,916
BUILDINGS 81,195 988 14,107 96,290
MACHINERY AND EQUIPMENT 17,573 41,865 223 2,929 4,261 66,851
LESS: ACCUMULATED DEPRECIATION (73,859) (37,025) (815) (19,275) (1,690) (132,664)
CONSTRUCTION IN PROGRESS 22,044 1,735 265 24,044
TOTAL FIXED ASSETS, NET 98,398 7,394 446 14,733 2,571 123,542
TOTAL ASSETS $ 111,381 355,457 1,103 $ 15,798  $ 568,125 $ 1,051,864
LIABILITIES AND FUND BALANCE
CURRENT LIABILITIES:
ACCOUNTS PAYABLE $ 3,518 6,939 51 $ 257 $ 6,255 $ 17,020
INTERFUND PAYABLES 441 1 51 5,028 5,521
CLAIMS LIABILITY 178,169 178,169
CLAIMS ADJUSTMENT LIABILITY 7,080 7,080
CAPITAL LEASE OBLIGATIONS 106 16 122
NOTES PAYABLE 500 500
LONG-TERM DEBT 48,543 48,543
COMPENSATED ABSENCES 1,745 499 28 224 823 3,319
DEFERRED REVENUE 6 1 562 569
TOTAL CURRENT LIABILITIES 5,816 56,481 81 548 197,917 260,843
LONG-TERM LIABILITIES:
CLAIMS LIABILITY 1,397,126 1,397,126
CLAIMS ADJUSTMENT LIABILITY 62,851 62,851
CAPITAL LEASE OBLIGATIONS 190 3 193
COMPENSATED ABSENCES 1,886 22 155 457 2,520
OTHER LIABILITIES 991 275,684 6,818 283,493
TOTAL LONG-TERM LIABILITIES 3,067 275,684 22 158 1,467,252 1,746,183
TOTAL LIABILITIES 8,883 332,165 103 706 1,665,169 2,007,026
FUND EQUITY:
CONTRIBUTED CAPITAL 49,604 14,203 1 63,808
RETAINED EARNINGS:
UNRESERVED 52,894 23,292 1,000 889 (1,097,045) (1,018,970)
TOTAL FUND EQUITY 102,498 23,292 1,000 15,092 (1,097,044) (955,162)
TOTAL LIABILITIES AND FUND EQUITY $ 111,381 355,457 1,103 $ 15,798 $ 568,125 $ 1,051,864
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN RETAINED EARNINGS

ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

OPERATING REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
PERSONAL EXPENSES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION
TRAVEL
CLAIMS EXPENSE
CLAIMS ADJUSTMENT EXPENSE
PRIZE EXPENSE
OTHER EXPENSES

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
GAIN (LOSS) ON SALE OF FIXED ASSETS
INTEREST AND OTHER INVESTMENT INCOME
CHANGE IN ACTUARIAL ESTIMATE
INTEREST EXPENSE
OTHER REVENUES (EXPENSE)

TOTAL NONOPERATING REVENUES (EXPENSES)

INCOME (LOSS) BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT

NET INCOME (LOSS)

ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS

INCREASE (DECREASE) IN RETAINED EARNINGS

RETAINED EARNINGS AT JULY 1, AS RESTATED

RETAINED EARNINGS AT JUNE 30

Kentucky Industries
State Lottery for the Horse Insurance Totals
Parks Corporation Blind Park Administration June 30, 1996
41,809 1,708 $ 3877 $ 282,260 329,654
38,522 38,522
542,845 542,845
854 51 1,858 2,763
42,663 542,845 1,708 3,928 322,640 913,784
37,822 9,286 1,115 3,296 21,960 73,479
9,923 1,121 196 1,012 2,163 14,415
31,996 196 945 1,148 573 34,858
100 100
4,311 4,277 40 956 548 10,132
323 509 3 10 502 1,347
73 498,257 498,330
5,823 5,823
313,434 313,434
62,470 155 62,625
84,448 391,293 2,399 6,422 529,981 1,014,543
(41,785) 151,552 (691) (2,494) (207,341) (100,759)
™ ®) (12)
40 2,011 1 3,684 5,736
60,103 60,103
(24) (48) @ (74)
6 6
15 1,963 (6) 63,787 65,759
(41,770) 153,515 (691) (2,500) (143,554) (35,000)
40,637 862 1,430 1,230 44,159
(927) (147,000) (4,169) (152,096)
(2,060) 6,515 171 (1,070) (146,493) (142,937)
839 807 1 1,647
(1,221) 6,515 171 (263) (146,492) (141,290)
54,115 16,777 829 1,152 (950,553) (877,680)
52,894 23,292 1,000 $ 889 $  (1,097,045) (1,018,970)
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
CASH RECEIVED FROM CUSTOMERS - STATE
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS FOR CLAIMS EXPENSE
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
NONOPERATING FEES
OPERATING TRANSFERS-IN FROM OTHER FUNDS
OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS)
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION
INTEREST AND OTHER INVESTMENT INCOME
MISCELLANEOUS NONOPERATING INCOME (EXPENSE)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN RECEIVABLES, NET
(INCREASE) DECREASE IN INTERFUND RECEIVABLES
(INCREASE) DECREASE IN INVENTORIES
(INCREASE) DECREASE IN PREPAID EXPENSES
(INCREASE) DECREASE IN OTHER ASSETS
INCREASE (DECREASE) IN ACCOUNTS PAYABLE
INCREASE (DECREASE) IN INTERFUND PAYABLES
INCREASE (DECREASE) IN CLAIMS LIABILITY
INCREASE (DECREASE) IN CLAIMS ADJUSTMENT LIABILITY
INCREASE (DECREASE) IN COMPENSATED ABSENCES
INCREASE (DECREASE) IN OTHER LIABILITIES
INCREASE (DECREASE) IN DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

State
Parks

1,170
40,144
(41,706)
(39,951)
(16)
854

Lottery

Corporation

(39,505)

542,845

(322,136)
(9,286)

40,637
(927)

211,423

39,710

349

(147,000)

(636)

@

(146,651)

(643)

(3,993)

(2,000)
(48)
339

12,573

(5,702)

12,573

(83,526)
24,692
1,323

12,135
(5,893)

(57,511)

6,242

1,559
16,246

(41,785)

4,311
16

(1,021)
128
139

(©)

789
(44)

122
57
(2,214)

17,805

(39,505)

151,552

4,277

(3.481)

(779)

(50)
128
59,602

174

211,423

THROUGH CONTRIBUTED CAPITAL, STATE PARKS, AND HORSE PARK ACQUIRED FIXED ASSETS COSTING $18,733,(000), AND $303,(000), RESPECTIVELY.

THROUGH CAPITAL LEASES, HORSE PARK ACQUIRED FIXED ASSETS COSTING $4,(000), WITH PRINCIPAL PAYMENTS OF $1,(000).
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Industries for

the Blind

1,363
329

(1,268)

(1,123)

(699)

862

862

(90)

(90)

73
35

Horse

Park

3,791
31

(2,154)

(3,253)

51

(1,534)

1,430

1,430

®)

®)

101

101

®)
402

108

394

(691)

40

(33)
16
(10)

(14
(©)

®)

1

(2,494)

956

(6)

(47)

12

34
(€

53
(16)
12

(699)

(1,534)

Insurance

Administration

290,107
1,274
(3,123)
(23,677)
(288,253)
(5,483)

(29,155)

15,048
(7,169)

7,879

(822)

(822)

(1,030,727)
1,042,225
33,503

45,001

22,903
112,072

Totals

June 30,1996

839,276
41,778
(370,387)
(77,290)
(288,269)
(4,578)

140,530

349
57,977
(155,096)

(96,770)

(5,451)

(2,000)
(48)
327

(7,172)

(1,114,343)
1,079,591
34,826

74

36,662
122,862

134,975

159,524

(207,341)

548
(39,028)
60,103

1,358
(45)
26

(11,618)
1,936
163,528
6,927
9

(5,558)

(100,759)

10,132
(39,028)
60,113

(3,224)
103
(636)
(46)
128
48,793
1,888
163,528
6,927
353
a1
(7,783)

(29,155)

140,530

FOR THE LOTTERY CORPORATION, THE ACCRETION OF INTEREST ON GRAND PRIZE INVESTMENTS, WHICH ALSO INCREASED THE ESTIMATED

PRIZE LIABILITY, TOTALED APPROXIMATELY $16,553,(000) FOR THE YEAR.
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENSES, AND CHANGESIN FUND EQUITY

BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

REVENUES:
LICENSES, FEES, AND PERMITS
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES
TRANSFERS IN (INTERFUND)
TRANSFERS IN (INTRAFUND)

TOTAL REVENUES

EXPENSES:
GENERAL GOVERNMENT:
OFFICE OF THE ATTORNEY GENERAL
PERSONNEL CABINET
COMMERCE:
EDUCATION AND HUMANITIES
NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION:
PETROLEUM STORAGE TANK
ENVIRONMENTAL ASSURANCE FUND
DEPARTMENT FOR SURFACE MINING
RECLAMATION AND ENFORCEMENT
PUBLIC PROTECTION AND REGULATION:
SECRETARY'S OFFICE
DEPARTMENT OF INSURANCE
LABOR CABINET:
KENTUCKY OCCUPATIONAL SAFETY &
HEALTH REVIEW COMMISSION
DEPARTMENT OF WORKPLACE
STANDARDS
DEPARTMENT OF WORKERS CLAIMS
WORKERS COMPENSATION FUNDING
COMMISSION

TOTAL EXPENSES

EXCESS OF REVENUES OVER
(UNDER) EXPENSES

FUND BALANCES/FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FUND BALANCES/FUND EQUITY AT JUNE 30

State Parks

Industries For The Blind

Actual

Variance

Budget

Actual

Variance

$ 2 3
38,425
5
43
875

667

1,699

40,017

1,699

43,034 39,394

3,640

1,786

1,526

260

43,034 39,394

3,640

1,786

1,526

260

623
87,580

(903)

173

591

$ 87,300 $

764
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Horse Park Insurance Administration Totals
Budget Actual Variance Budget Actual Variance Budget Actual Variance
$ $ 158 % 160 $
3,836 137,415 181,375
1 797 803
6,469 6,512
48 22,135 23,058
40,784 40,784
249,785 250,452
3,885 457,543 503,144
6,476 3,754 2,722 6,476 3,754 2,722
1,316 1,262 54 1,316 1,262 54
4,026 4,009 17 47,060 43,403 3,657
1,786 1,526 260
14,797 14,426 371 14,797 14,426 371
1,127 89 1,038 1,127 89 1,038
8,015 3,804 4,211 8,015 3,804 4,211
360 63 297 360 63 297
261 200 61 261 200 61
167,411 139,441 27,970 167,411 139,441 27,970
9,822 9,480 342 9,822 9,480 342
185,150 158,477 26,673 185,150 158,477 26,673
4,026 4,009 17 394,735 330,996 63,739 443,581 375,925 67,656
(124) 126,547 127,219
15,976 118,018 222,165
(98,641) (99,544)
$ 15,852 $ 145,924 $ 249,840 $
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INTERNAL SERVICE FUNDS

Internal Service Funds account for the financing of goods and services provided on a cost reimbursement basis by one agency of the
Commonwealth to other state agencies or governments. Kentucky uses the following Internal Service Funds:

Computer Services Fund - accounts for expenses incurred and reimbursements received by the Department of
Information Systems for computer and related data processing services.

Central Stor esFund - accountsfor expensesincurred and reimbursementsrecei ved by the Financeand Administration
Cabinet's Central Stores operation.

Telecommunications Fund - accounts for expenses incurred and reimbursements received by the Finance and
Administration Cabinet's Division of Telecommunicationsfor Kentucky Emergency Warning System, telephone, and
other communication services.

Prison Industries Fund - accounts for expenses incurred and reimbursements received by the Correction Cabinet's
industrial prison operations.

Central Printing Fund - accountsfor expensesincurred and reimbursementsreceived by the Financeand Administra-
tion Cabinet's Division of Printing.

Property Management Fund - accounts for expenses incurred and reimbursements received by the Finance and
Administration Cabinet's space rental and maintenance operation.

Risk Management Fund - accounts for the self insurance operations of the State which include:

Fireand Tornado | nsurance Program - accounts for moniesreceived by the Department of Insurance from
State agencies and expended for insuring State property against loss from fires, tornadoes, etc.

State Workers' Compensation Program - accountsfor moniesreceived by the Department of Personnel from
State agencies and expended for claimsfor job related injuriesto State employees.

Transportation Cabinet'sSelf-I nsured Workers Compensation Trust Program - providesworkers compen-
sation insurance for the employees of the Transportation Cabinet.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
INTERNAL SERVICE FUNDS

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
PREPAID EXPENSES

TOTAL CURRENT ASSETS

OTHER ASSETS:
LONG-TERM INVESTMENTS

TOTAL OTHER ASSETS

FIXED ASSETS:
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION

TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY
LIABILITIES:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
CLAIMS LIABILITY
CAPITAL LEASE OBLIGATIONS
COMPENSATED ABSENCES
DEFERRED REVENUE

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
CLAIMS LIABILITY
CAPITAL LEASE OBLIGATIONS
COMPENSATED ABSENCES

TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES

FUND EQUITY:
CONTRIBUTED CAPITAL
RETAINED EARNINGS:

UNRESERVED

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

Computer
Services

$ 336

109
2,048
30
145

2,668

351
351

5,360
49,934
(44,292)

11,002

3$ 14,021

$ 1,851

588

3,251
1,599
159

7,448

2,847
1,505

4,352
11,800

2,221
2,221

3$ 14,021

120

Central
Stores

318

1,345

1,677

135
135

40
530

153
(520)

206
2,018

237

54

295

300

1,718
1,718
2,018

Telecom-
munications

964
140
1,198

2,307

388
388

356
1,559
15,844

(16,507)

1,252
3,947

1,099
421

179

1,707

123
124
1,831

2,116
2,116
3,947



Prison
Industries

985
214
2,920
2,927

7,046

408
408

768

2,475
5,185
(4,832)

3,596
11,050

498
376

142
40

1,056

115
115
1,171

327

9,552
9,879
11,050

Central
Printing

193

37
554
379

1,163

73
73

2,417
(1,690)

727
1,963

174
34

75
135

419

137
93

230
649

1,314
1,314
1,963

Property

Management

1,667
15
698
259
59

2,698

1,001
1,001

176
11
752
2,056

(1,335)

1,660
5,359

524
178

509

1,216

476
476
1,692

431

3,236
3,667
5,359

121

Risk
Management

10,430
1,625
60

612
12,727

8,536
8,536

35
13
22
21,285

1,133
2,034
14,603

13
34

17,817

54,666

54,666
72,483

(51,198)
(51,198)
21,285

Totals
June 30, 1996

14,893
2,148
7,484
4,945

816

30,286

10,892

10,892

984
370
10,676
75,624

(69,189)

18,465

59,643

5,516
3,634
14,603
3,331
2,631
243

29,958

54,666
2,985
2,317

59,968

89,926

758

(31,041)

(30,283)

59,643




COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN RETAINED EARNINGS
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Computer Central Telecom-
Services Stores munications
OPERATING REVENUES:
CHARGES FOR SERVICES $ 35,122 $ 9,633 $ 8,858
OTHER REVENUES 32
TOTAL OPERATING REVENUE 35,154 9,633 8,858
OPERATING EXPENSES:
PERSONAL SERVICES 18,371 487 2,557
UTILITIES, RENTALS, AND OTHER SERVICES 3,954 277 6,699
COMMODITIES AND SUPPLIES 6,642 8,683 714
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION 4,559 27 315
TRAVEL 102 10
REINSURANCE EXPENSE
CLAIMS EXPENSE 2
TOTAL OPERATING EXPENSES 33,630 9,474 10,295
OPERATING INCOME (LOSS) 1,524 159 (1,437)
NONOPERATING REVENUES (EXPENSES)
GAIN (LOSS) ON SALE OF FIXED ASSETS (24) 1)
INTEREST AND OTHER INVESTMENT INCOME 1
INTEREST EXPENSE (310) (1)
TOTAL NONOPERATING REVENUES AND EXPENSES (333) (2)
INCOME (LOSS) BEFORE OPERATING TRANSFERS 1,191 159 (1,439)
OPERATING TRANSFERS IN 56 300
OPERATING TRANSFERS OUT (444) (17)
NET INCOME (LOSS) 803 159 (1,156)
ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS
INCREASE (DECREASE) IN RETAINED EARNINGS 803 159 (1,156)
RETAINED EARNINGS AT JULY 1 1,418 1,559 3,272

RETAINED EARNINGS AT JUNE 30 3 2,221 3$ 1,718 3$ 2,116
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Prison
Industries

10,395
416

10,811

2,392
769
5,368
667
343
42

12
9,593

1,218

®)

(©)

1,215

(654)

561

43
604
8,948

9,552

Central
Printing

4,534

4,534

1,960
960
1,536

203

2

4,661

(127)

(70)

(20)
(90)

(217)

(217)

(217)
1,531

1,314

Property

Management

15,296
51

15,347

9,350
6,910
1,798
1

292
35

18,386

(3,039)

(74)

(73)
(3.112)

2,602
13

(523)

27
(496)
3,732

3,236

123

Risk
Management

25,246
442

25,688

1,370
1,195
34

7

17

888
27,697

31,208

(5,520)

(5,520)

407
(2,493)

(7,606)

(7,606)
(43,592)

(51,198)

Totals
June 30, 1996

109,084
941

110,025

36,487
20,764
24,775
668
5,746
208
888
27,711

117,247

(7,222)

(174)
4
(331)

(501)

(7.723)

3,365
(3,621)

(7,979)

70

(7,909)

(23,132)

(31,041)




COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
CASH RECEIVED FROM CUSTOMERS - STATE
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS FOR CLAIMS EXPENSE
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
OPERATING TRANSFERS-IN FROM OTHER FUNDS
OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS)
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION
INTEREST AND OTHER INVESTMENT INCOME
MISCELLANEOUS NONOPERATING INCOME (EXPENSES)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN RECEIVABLES, NET
(INCREASE) DECREASE IN INTERFUND RECEIVABLES
(INCREASE) DECREASE IN INVENTORIES
(INCREASE) DECREASE IN PREPAID EXPENSES
INCREASE (DECREASE) IN ACCOUNTS PAYABLE
INCREASE (DECREASE) IN INTERFUND PAYABLES
INCREASE (DECREASE) IN CLAIMS LIABILITY
INCREASE (DECREASE) IN COMPENSATED ABSENCES
INCREASE (DECREASE) IN DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

Computer Central Telecom-
Services Stores munications
37 $ 2
35,346 9,624 8,971
(10,915) (9,248) (7,090)
(18,361) (487) (2,522)
@
32
6,137 (1112) (639)
56 300
(444) (17)
(388) 283
(1,204) (114)
(4,0112)
(24)
(5,239) (114)
(351) (45) (93)
1
(350) (45) (93)
160 (156) (563)
176 474 1,527
336 $ 318 964
1,524 $ 159 (1,437)
4,559 27 315
@
(333) )
(106) 1) (127)
447 (6) 249
59 (147) 363
(69)
(65) (124) 338
90 17) (376)
112 45
(80) (2 )
6,137 $ (111) (639)

THROUGH CONTRIBUTED CAPITAL PROPERTY MANAGEMENT ACQUIRED ASSETS COSTING $60,(000). THROUGH CAPITAL LEASES COMPUTER SERVICES,

ACQUIRED FIXED ASSETS COSTING $3,044,(000), WITH PRINCIPAL AND INTEREST PAYMENTS OF $533,(000) AND $15,(000), RESPECTIVELY.
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Prison
Industries

10,105
480

(8,010)

(2,425)
(10)

140

(382)
(382)

(384)

272
(112)

(130)
15

(115)

(469)
1,454
985

946

343
@

14
(297)
(436)

(414)
(16)

@
140

Central
Printing

4,433
(2,442)
(1,963)

28

(227)
(153)

(380)

(345)
538

193

(127)

203

(32
(67)

14
32

M
@
28

Property
Management

129
15,406

(9,243)
(9,197)

(23)
(2,928)

2,802
(213)

2,589

(214)

4
(210)

(276)

(276)

(825)
2,492

1,667

(3,039)

292

6
53
99

(14)

(284)

(178)

148

(12)
(2,928)

125

Risk
Management

23,186
(2,544)

(1,111)
(17,023)

2,508

407
(2,492)

(2,085)

(€

@

(4,046)
440

(3,606)

(3,184)
13,614
10,430

(5,520)

(440)

266
(54)

(12)
392
(744)
8,617
®)
1

2,508

Totals
June 30, 1996

33,459
74,260
(49,492)
(36,066)
(17,035)

9

5,135

3,565
(3,548)

17

(2,144)
(4,164)
252

(6,056)

(4,941)
463

(4,478)

(5,382)
20,275

14,893

(7,494)

5,746
(442)
(335)

20
325
(54)
(95)
(143)
(1,209)
8,617
308
(109)

5,135




COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENSES, AND CHANGESIN FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

GENERAL GOVERNMENT - COMPUTER SERVICES
REVENUES:

CHARGES FOR SERVICES

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENSES

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - CENTRAL STORES
REVENUES:
CHARGES FOR SERVICES

TOTAL REVENUES

EXPENSES

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGET ITEMS

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - TELECOMMUNICATIONS
REVENUES:

CHARGES FOR SERVICES

TRANSFER IN (INTERFUND)

TOTAL REVENUES

EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FUND EQUITY AT JUNE 30

JUSTICE - PRISON INDUSTRIES

REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FUND EQUITY AT JUNE 30

126

Budget

34,723

10,029

9,706

10,898

Actual

35,039
32
56

35,127

34,607
520
13,918
(444)

13,994

9,632
9,632

9,736
(104)
814

713

10,107

417
10,525

10,581

(56)
7,278
7,222

Variance

116

293

81

317



GENERAL GOVERNMENT - CENTRAL PRINTING
REVENUES:
CHARGES FOR SERVICES

TOTAL REVENUES

EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - PROPERTY MANAGEMENT

REVENUES:
CHARGES FOR SERVICES
INTERGOVERNMENTAL REVENUES
OTHER REVENUES

TOTAL REVENUES

EXPENSES

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - RISK MANAGEMENT
REVENUES:

LICENSES, FEES AND PERMITS

CHARGES FOR SERVICES

INTEREST AND INVESTMENT INCOME

OTHER REVENUES

TRANSFERS IN (INTRAFUND)

TOTAL REVENUES

EXPENSES:
PERSONNEL CABINET
DEPARTMENT OF INSURANCE

TOTAL EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS

FUND EQUITY AT JUNE 30

TOTALS

REVENUES:
LICENSES, FEES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES
TRANSFERS IN

TOTAL REVENUES

EXPENSES:

GENERAL GOVERNMENT

JUSTICE

PUBLIC PROTECTION AND REGULATION

TOTAL EXPENSES

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FUND EQUITY AT JUNE 30

Budget

$
5,217
$
$
15,589
$
$
15,325
490
15,815
$
$
90,589
10,898
490
101,977
$

127

Actual

4,529
4,529

4,710
(181)
1,839

1,658

15,333

53
15,387

15,511
(124)
4,215
(13
4,078

274
14,196
451
4,827
407

20,155

12,443
423

12,866
7,289
14,484
(5,277)
16,496

274

97,693
452
5,329
763

104,512

86,632
10,581
423
97,636
6,876
45,953
(5,731)
47,098

Variance

507

78

2,882
67

2,949

3,957
317
67

4,341



TRUST AND AGENCY FUNDS

Kentucky utilizes four typesof Trust and Agency Fundsto account for assets held as trustee or agent for individuals, private
organizations, or other governments as follows:

Expendable Trust Funds account for assets held by the Commonwealth as alegal trustee when both principal and
interest may be expended for designated purposes. Kentucky uses the following Expendable Trust Funds:

Unemployment Compensation Fund - accounts for assessed employer contributions and related unemploy-
ment compensation payments.

Special Benefits Fund - accountsfor other fiduciary moniesto be expended only for designated operations.

Pension Trust Fundsaccount for moniesreceived for and expensesincurred by thevarious public employeretirement
systems administered by the State. Kentucky uses the following Pension Trust Funds:

Kentucky Employes Retirement System Fund - accountsfor revenues and expenses of theretirement system
which covers substantially all regular full-time employes of any State department, board or agency directed
by Executive Order to participate in the system.

State Police Retirement System Fund - accounts for revenues and expenses of the retirement system which
coverssubstantially all regular full-time officers of the Kentucky State Police.

County EmployesRetirement System Fund - accountsfor revenuesand expensesof theretirement systemthat
covers substantially all regular full-time employees of each county, local school board, and additional local
agencies electing to participate in the System.

Kentucky Retirement System Insurance Fund - accounts for accident and health insurance benefits for
members of the Kentucky Employes, State Police and County Employes Retirement Systems.

Teachers Retirement System Fund - accounts for revenues and expenses of the retirement system which
coverssubstantially all personsoccupying positionsin the public elementary and secondary school sfor which
acertificateisrequired, faculty membersof fiveregional universities, the Commissioner of Educationandthe
professional staff members of the Department of Education.

Judicial Retirement System Fund - accountsfor revenues and expenses of theretirement system that covers
all District Judges, Circuit Judges, Judges of the Court of Appeals, and Judges of the Supreme Court.

Legislators Retirement System Fund - accounts for revenues and expenses of the retirement system that
coversall members of the General Assembly.
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Agency Fundsaccount for moniesheld by the Commonwealthfor custodial purposesonly. Kentucky usesthefollowing
Agency Funds:

Kentucky Public Employees Deferred Compensation System - accounts for deferred portions of eligible
Commonwealth, county, and local school district employees salaries withheld and remitted to either of two
independently administered plans created in accordance with Internal Revenue Code Section 401(k) or 457.

Kentucky Health Purchasing Alliance - accountsfor insurance premiums collected from various state and local
government units through a third party administrator.

Commonwealth Choice - accounts for flexible benefits spending accounts.
County Sinking Fund - accountsfor moniesgenerated through the sale of bondsfor specific usesby the counties.

Special Deposit Trust Fund - accountsfor monieshel d by the Commonweal th and earmarked for specific purposes
such as employee withholdings.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
ALL TRUST AND AGENCY FUNDS
JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
CASH ON DEPOSIT WITH FEDERAL GOVERNMENT
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET

INTERFUND RECEIVABLES
PREPAID EXPENSES

BUILDINGS
TOTAL ASSETS
LIABILITIES AND FUND EQUITY
LIABILITIES:

ACCOUNTS PAYABLE

INTERFUND PAYABLES

AMOUNTS HELD IN CUSTODY FOR OTHERS
DEFERRED REVENUE

OTHER LIABILITIES

TOTAL LIABILITIES

FUND EQUITY
FUND BALANCE:
RESERVED FOR:
EMPLOYEE RETIREMENT SYSTEMS
RETIREE'S HEALTH INSURANCE
UNRESERVED:
UNDESIGNATED

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

Expendable Trust Funds

Unemployment Special Pension
Compensation Benefits Trust
694 34,593 1,615,799
485,612

83,347 13,222,142
28,336 1,548 220,299

1,745 10,778
230
2,821
516,387 130,266 15,061,291
52,311 1,144 370,277

2,323
26,726 635 40
497
79,037 4,102 370,814
14,308,257
382,220

437,350 126,164
437,350 126,164 14,690,477
516,387 130,266 15,061,291
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Agency Funds

Deferred
Compensation

Kentucky Health
Purchasing Alliance

Commonwealth
Choice Program

County
Sinking Fund

Special Deposit
Trust

Totals
June 30, 1996

1,045 $ $ $ 48 132,115 1,784,294
16,671 479 283 17,433

485,612

332,741 21 58,445 13,696,696
992 551 251,726

307 12,830

230

2,821

334,778 $ 16,671 $ 479 $ 352 191,418 16,251,642
35 $ $ $ 423,767

816 3,139

334,743 16,671 479 352 190,602 542,847
27,401

497

334,778 16,671 479 352 191,418 997,651
14,308,257

382,220

563,514

15,253,991

334,778 $ 16,671 $ 479 $ 352 191,418 16,251,642
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
PENSION TRUST FUNDS

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
ACCRUED INVESTMENT INCOME
RECEIVABLES, NET
PREPAID EXPENSES

BUILDINGS
TOTAL ASSETS
LIABILITIES AND FUND EQUITY
LIABILITIES:

ACCOUNTS PAYABLE
DEFERRED REVENUE
OTHER LIABILITIES

TOTAL LIABILITIES

FUND EQUITY:
FUND BALANCE:
RESERVED FOR:
EMPLOYEE RETIREMENT BENEFITS
RETIREE'S HEALTH INSURANCE

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

$

$

$

132

Kentucky
Employes
Retirement
System

402,025
3,405,124
40,455
14,298

3,861,902

204,455

204,455

3,657,447

3,657,447
3,861,902

State Police
Retirement
System

18,928
249,217
2,863
649

271,657

13,858

13,858

257,799

257,799
271,657

$

$

$

County
Employes
Retirement
System

491,817
2,720,073
29,137
34,055

3,275,082

123,408

123,408

3,151,674

3,151,674
3,275,082



Kentucky
Retirement
System
Insurance

69,582
316,684
3,274
7,888

397,428

15,208

15,208

382,220
382,220
397,428

$

$

$

Teachers'
Retirement
System

633,446
6,345,815
54,057
32,410
230

2,821

7,068,779

13,348
40
497

13,885

7,054,894

7,054,894
7,068,779

Judicial
Retirement
System

147,011
938
43

147,992

147,992

147,992
147,992

133

Legislators'
Retirement
System

38,218
232

38,451

38,451

38,451
38,451

Totals

June 30, 1996

$ 1,615,799
13,222,142
130,956

89,343

230

2,821

$ 15061201

$ 370,277
40
497

370,814

14,308,257
382,220

14,690,477

3 15061201



COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

EXPENDABLE TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

Unemployment Special Totals
Compensation Benefits June 30, 1996
REVENUES:
TAXES $ 231,053 90 231,143
LICENSES, FEES, AND PERMITS 791 791
INTERGOVERNMENTAL 15,473 1,813 17,286
CHARGES FOR SERVICES 14 2 16
INTEREST AND OTHER INVESTMENT INCOME 32,688 5,296 37,984
OTHER REVENUES 5,131 5,131
TOTAL REVENUES 279,228 13,123 292,351
EXPENDITURES:
GENERAL GOVERNMENT 13,496 13,496
LEGISLATIVE AND JUDICIAL 42 42
COMMERCE 9 9
EDUCATION AND HUMANITIES 255,333 10,381 265,714
HUMAN RESOURCES 2,160 2,160
PUBLIC PROTECTION AND REGULATION 2 2
TOTAL EXPENDITURES 255,333 26,090 281,423
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 23,895 (12,967) 10,928
OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN 1,742 50,681 52,423
OPERATING TRANSFERS OUT (1,340) (13,503) (14,843)
TOTAL OTHER FINANCING SOURCES (USES) 402 37,178 37,580
EXCESS OF REVENUES AND OTHER FINANCING SOURCES OVER
(UNDER) EXPENDITURES AND OTHER FINANCING USES 24,297 24,211 48,508
FUND BALANCES AT JULY 1 413,053 101,953 515,006
FUND BALANCES AT JUNE 30 $ 437,350 126,164 563,514
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COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND EQUITY
PENSION TRUST FUND - KENTUCKY TEACHERS RETIREMENT SYSTEM

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Totals

June 30, 1996
OPERATING REVENUES:

CONTRIBUTIONS $ 509,002
INTEREST AND OTHER INVESTMENT INCOME 775,807
TOTAL OPERATING REVENUES 1,284,809

OPERATING EXPENSES:

ADMINISTRATIVE EXPENSES 6,589
DEPRECIATION AND AMORTIZATION 61,607
BENEFITS 388,760
REFUND OF CONTRIBUTIONS 8,418
OTHER EXPENSES 220
TOTAL OPERATING EXPENSES 465,594

NET INCOME (LOSS) 819,215

FUND EQUITY AT JULY 1 6,235,679
FUND EQUITY AT JUNE 30 3 7,054,894
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGESIN PLAN ASSETS

PENSION TRUST FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Additions:

Contributions:
Employer
Member

Total contributions
Appropriations for Administrative Expense

Investment Income
Net Appreciation (Depreciation) in Fair Value
of Investments
Interest

Dividends
Income - Real Estate

Total Investment Income

Less: Investment Expense
Net Investment Income
Total Additions

Deductions:
Benefit Payments
Refunds
Administrative Expense
Other Deductions (Net)

Total Deductions
Net Increase

Net Assets Held In Trust for Pension Benefits
Beginning of Year
Adjustments to Net Assets
End of Year

Kentucky
Employes
Retirement
System

113,717
68,933

182,650

1,043,006
86,293

46,942
10,484

1,186,725

12,830

1,173,895

1,356,545

158,407
7,485
2,284

42,623

210,799

1,145,746

2,542,688
(30,987)

3,657,447
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State
Police
Retirement
System

County
Employes
Retirement

System

7,089
2,457

131,612
72,558

9,546

204,170

80,696
5,803

3,631
713

899,766
58,260

44,759
8,949

90,743

868

1,011,734

10,828

89,875

1,000,906

99,421

1,205,076

13,711
31

44
4,606

109,081
8,945
3,217

37,622

18,392

158,865

81,029

180,383
(3,613)

1,046,211

2,122,907
(17,444)

257,799

3,151,674




Kentucky
Retirement
System
Insurance

84,841

Judicial
Retirement
System

84,841

4,203
959

5,162

34,996
16,600

2,284
616

227

54,496

2,107

37,362
3,914

1,718

52,389

42,994

105

137,230

42,889

35,521

48,278

35,521

5,333
237
121

37

101,709

273,946
6,565

5,728

382,220

42,550

105,122
320

147,992
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Legislators'
Retirement
System

1,490
161

Totals
June 30, 1996

1,651

342,952
145,068

74

488,020

8,987
1,006

406

301

10,399

10

2,104,813
171,876

99,640
20,762

10,389

2,397,091

26,748

12,114

2,370,343

1,279

64
169

2,858,664

1,519

323,332
16,705
5,730
85,057

10,595

27,823
33

430,824

38,451

2,427,840

5,252,869
(45,126)

7,635,583




COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CHANGESIN ASSETSAND LIABILITIES

ALL AGENCY FUNDS

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

KENTUCKY PUBLIC EMPLOYEES
DEFERRED COMPENSATION SYSTEM

ASSETS
CASH & CASH EQUIVALENTS
INVESTMENTS
CONTRIBUTIONS RECEIVABLE
TOTAL ASSETS
LIABILITIES

ACCOUNTS PAYABLE
AMOUNTS HELD IN CUSTODY FOR OTHERS

TOTAL LIABILITIES

KENTUCKY HEALTH PURCHASING ALLIANCE

ASSETS
CASH WITH FISCAL AGENTS

TOTAL ASSETS

LIABILITIES
AMOUNTS HELD IN CUSTODY FOR OTHERS

TOTAL LIABILITIES

COMMONWEALTH CHOICE PROGRAM

ASSETS
CASH WITH FISCAL AGENTS

TOTAL ASSETS

LIABILITIES
AMOUNTS HELD IN CUSTODY FOR OTHERS

TOTAL LIABILITIES

COUNTY SINKING FUND

ASSETS
CASH & CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
INVESTMENTS
TOTAL ASSETS
LIABILITIES

AMOUNTS HELD IN CUSTODY FOR OTHERS
TOTAL LIABILITIES

Balance Balance

July 1, 1995 Additions Deductions June 30, 1996
$ 781 348 84 1,045
301,732 81,352 50,343 332,741
775 217 992
$ 303,288 81,917 50,427 334,778
$ 36 35 36 35
303,252 81,400 49,909 334,743
$ 303,288 81,435 49,945 334,778
$ 230,609 213,938 16,671
$ 230,609 213,938 16,671
$ 230,609 213,938 16,671
$ 230,609 213,938 16,671
$ 210 6,175 5,906 479
$ 210 6,175 5,906 479
$ 210 6,175 5,906 479
$ 210 6,175 5,906 479
$ 94 452 498 48
413 283 413 283
19 21 19 21
$ 526 756 930 352
$ 526 624 798 352
$ 526 624 798 352
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SPECIAL DEPOSIT TRUST FUND

ASSETS
CASH & CASH EQUIVALENTS
INVESTMENTS
ACCOUNTS RECEIVABLE
INTERFUND RECEIVABLES
TOTAL ASSETS
LIABILITIES

INTERFUND PAYABLES
AMOUNTS HELD IN CUSTODY FOR OTHERS

TOTAL LIABILITIES

ALL AGENCY FUNDS

ASSETS
CASH & CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
INVESTMENTS
ACCOUNTS RECEIVABLE
CONTRIBUTIONS RECEIVABLE
INTERFUND RECEIVABLES

TOTAL ASSETS

LIABILITIES

ACCOUNTS PAYABLE
INTERFUND PAYABLES
AMOUNTS HELD IN CUSTODY FOR OTHERS

TOTAL LIABILITIES

Balance

Balance

July 1, 1995 Additions Deductions June 30, 1996
$ 106,754 1,643,078 1,617,717 132,115
45,846 78,499 65,900 58,445
1,002 551 1,002 551
152 307 152 307
$ 153,754 1,722,435 1,684,771 191,418
$ 5 816 5 816
153,749 1,425,537 1,388,684 190,602
$ 153,754 1,426,353 1,388,689 191,418
$ 107,629 1,643,878 1,618,299 133,208
623 237,067 220,257 17,433
347,597 159,872 116,262 391,207
1,002 551 1,002 551
775 217 992
152 307 152 307
$ 457,778 2,041,892 1,955,972 543,698
$ 36 35 36 35
5 816 5 816
457,737 1,744,345 1,659,235 542,847
$ 457,778 1,745,196 1,659,276 543,698
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED EXPENDABLE TRUST FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
INTERGOVERNMENTAL
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
EMPLOYER CONTRIBUTIONS
OTHER REVENUES
TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENDITURES:
WORKFORCE DEVELOPMENT
DEPARTMENT FOR EMPLOYMENT SERVICES -
UNEMPLOYMENT INSURANCE BENEFITS

TOTAL WORKFORCE DEVELOPMENT
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES
FUND BALANCE AT JULY 1

FUND BALANCE AT JUNE 30

Unemployment Compensation

140

Budget

333,958
333,958
333,958

$

Actual

17,815
14
40,241
231,889
2,211
1,741

293,911

256,504
256,504
256,504

37,407
448,205

485,612

Variance

77,454
77,454
77,454



GENERAL FIXED ASSETSACCOUNT GROUP

The General Fixed Assets Account Group accounts for the Commonwealth's fixed assets, except those related to the proprietary
funds, trust funds, and university and college funds.
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF GENERAL FIXED ASSETSBY SOURCE
JUNE 30, 1996

(Expressed In Thousands)

June 30, 1996
GENERAL FIXED ASSETS:

LAND $ 76,748
BUILDINGS 617,576
MACHINERY AND EQUIPMENT 549,816
CONSTRUCTION IN PROGRESS 162,092

TOTAL GENERAL FIXED ASSETS 3 1,406,232

INVESTMENT IN GENERAL FIXED ASSETS FROM:

GENERAL FUND REVENUES $ 129,353
SPECIAL REVENUE FUNDS REVENUE 387,828
DONATIONS 16,154
OTHER 29,278
CAPITAL PROJECTS FUND:
STATE APPROPRIATIONS 48,422
REVENUE BONDS 354,723
FEDERAL GRANTS 27,729
OTHER 6,349
FIXED ASSETS ACQUIRED PRIOR TO JULY 1, 1984 (A) 406,396

TOTAL INVESTMENT IN GENERAL FIXED ASSETS 3$ 1,406,232

(A) FIXED ASSETS WITH AN UNDETERMINED FUNDING SOURCE ACQUIRED PRIOR TO JULY 1, 1984
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF GENERAL FIXED ASSETSBY FUNCTION AND ACTIVITY

JUNE 30, 1996
(Expressed in Thousands)

FUNCTION AND ACTIVITY
GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT (A)
REVENUE CABINET
FINANCE & ADMINISTRATION
PERSONNEL CABINET (A)

TOTAL GENERAL GOVERNMENT
LEGISLATIVE & JUDICIAL

COMMERCE:
ECONOMIC DEVELOPMENT CABINET
TOURISM CABINET

TOTAL COMMERCE
EDUCATION & HUMANITIES:

EDUCATION & HUMANITIES CABINET
WORKFORCE DEVELOPMENT CABINET (A)

TOTAL EDUCATION & HUMANITIES
HUMAN RESOURCES (A)
JUSTICE
NATURAL RESOURCES & ENVIRONMENTAL PROTECTION
PUBLIC PROTECTION & REGULATION:

PUBLIC PROTECTION & REGULATION CABINET
LABOR CABINET

TOTAL PUBLIC PROTECTION & REGULATION

TRANSPORTATION

TOTAL GENERAL FIXED ASSETS ALLOCATED TO FUNCTIONS

CONSTRUCTION IN PROGRESS

TOTAL GENERAL FIXED ASSETS

Machinery
and Totals
Land Buildings Equipment June 30, 1996
$ 5906 $ 31,330 16,463 53,699
11,080 11,080
7,814 121,695 7,386 136,895
889 889
13,720 153,025 35,818 202,563
55 26,335 26,390
14,686 18,507 925 34,118
23,129 5,163 18,938 47,230
37,815 23,670 19,863 81,348
398 23,466 30,780 54,644
4,085 92,370 79,974 176,429
4,483 115,836 110,754 231,073
4,132 89,131 50,563 143,826
3,213 178,612 64,011 245,836
8,096 925 33,323 42,344
47 220 6,882 7,149
3,550 3,550
47 220 10,432 10,699
5,187 56,157 198,717 260,061
76,748 617,576 549,816 1,244,140
162,092 162,092
3$ 76,748 $ 779,668 549,816 1,406,232

(A) FIXED ASSETS TOTALING $4,730,(000) WERE PREVIOUSLY REPORTED WITHIN THE GENERAL GOVERNMENT CABINET, AND THE HUMAN RESOURCES
CABINET IN THE AMOUNTS OF $862,(000), AND $3,868,(000), RESPECTIVELY. THESE AMOUNTS ARE NOW REPORTED IN THE FOLLOWING CABINETS:

PERSONNEL - $862,(000) AND WORKFORCE DEVELOPMENT - $3,868,(000).
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF CHANGESIN GENERAL FIXED ASSETSBY FUNCTION AND ACTIVITY
FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

Balance Balance
June 30, 1995 Additions Retirements June 30, 1996
GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT (A) $ 49,554  $ 4865 $ 720 $ 53,699
REVENUE CABINET 9,942 1,492 354 11,080
FINANCE & ADMINISTRATION 135,595 1,607 307 136,895
PERSONNEL CABINET (A) 862 54 27 889
TOTAL GENERAL GOVERNMENT 195,953 8,018 1,408 202,563
LEGISLATIVE & JUDICIAL 24,915 2,442 967 26,390
COMMERCE:
ECONOMIC DEVELOPMENT CABINET 24,594 9,631 107 34,118
TOURISM CABINET 44,995 3,126 891 47,230
TOTAL COMMERCE 69,589 12,757 998 81,348
EDUCATION & HUMANITIES:
EDUCATION & HUMANITIES CABINET 53,631 1,904 891 54,644
WORKFORCE DEVELOPMENT CABINET (A) 146,972 32,609 3,152 176,429
TOTAL EDUCATION & HUMANITIES 200,603 34,513 4,043 231,073
HUMAN RESOURCES (A) 140,596 5,249 2,019 143,826
JUSTICE 209,190 38,976 2,330 245,836
NATURAL RESOURCES & ENVIRONMENTAL PROTECTION 29,116 14,540 1,312 42,344
PUBLIC PROTECTION & REGULATION:
PUBLIC PROTECTION & REGULATION CABINET 7,149 762 762 7,149
LABOR CABINET 3,303 411 164 3,650
TOTAL PUBLIC PROTECTION & REGULATION 10,452 1,173 926 10,699
TRANSPORTATION 244,362 42,964 27,265 260,061
TOTAL GENERAL FIXED ASSETS ALLOCATED TO FUNCTIONS 1,124,776 160,632 41,268 1,244,140
CONSTRUCTION IN PROGRESS 196,623 20,761 55,292 162,092
TOTAL GENERAL FIXED ASSETS $ 1,321,399 $ 181,393 $ 96,560 $ 1,406,232
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COMPONENT UNITS

Component Units Funds account for the financial activities of the Commonwealth of Kentucky's component units, which have been
determined to belegally separatefrom the State's primary government and for which the primary government isfinancially accountabl e.
The Component Units are presented in three separate categories. Governmental Funds, Proprietary Funds and University and College
Funds.

Governmental Funds

Bluegrass State SkillsCor por ation - established toimproveand promotetheempl oyment opportunitiesof the
citizens of the Commonwealth by assisting the Economic Development Cabinet in creating and expanding
programs of skill, training and education.

Proprietary Funds
Enterprise Funds

Kentucky State Fair Board - accountsfor revenuesearned and expensesincurredinthecommercial operations
of the State Fair Board.

Kentucky Center for the Arts- established by the General Assembly to promotethe growth and devel opment
of the arts, convention trade, tourism and hotel industries within Jefferson County and the Commonweal th.
The Center has the responsibility of maintaining, operating and insuring the Kentucky Center for the Arts
building.

Kentucky Educational Television Authority - established by KRS 168.030 to produce and transmit
educational television programing to the citizens of the Commonwealth.

Kentucky Economic Development Finance Authority - established in 1958 under KRS Chapter 154 to
promoteindustrial development, and authorizedtoissueindustrial revenuebondsthat do not constitutealegal
or moral obligation of the Commonwealth. The authority's Japanese Y en Bonds arelegal obligations of the
Commonwealth.

Kentucky Higher Education Assistance Authority - established by KRS 164.742 toimprove higher education
opportunities by insuring eligible student loans and providing grants and scholarship awards to eligible
students.

Kentucky Higher Education Student L oan Corporation - empowered by KRS Chapter 164A tofinance state
and federally insured loans to students attending eligible postsecondary institutions, through direct loans to
students and the purchase of student notes from lenders.

Kentucky Educational Savings Plan Trust - established by KRS 164A.310 to encourage citizens to invest
funds for future educational use, and to create an endowment fund, the income from which will be available
to participants savings.
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Kentucky Housing Corporation - authorized under KRS Chapter 198A in 1972 to increase the supply of
housing for persons of lower income by making and participating in insured construction loans, and making
or participating in insured mortgage loans when financing is not available from private lenders under
reasonable equivalent terms and conditions.

Kentucky I nfrastructure Authority - establishedin 1988 by KRS 224A.030, asamended, to assumeal | powers,
duties and obligations of the Kentucky Pollution Abatement and Water Resources Finance Authority in
assisting governmental agencies within the Commonwealth in constructing and acquiring infrastructure
projects.

Kentucky Agricultural Finance Corporation - created by the 1984 General Assembly to "improve and
promote the health, welfare and prosperity of the people of the Commonwealth through the stimulation of
existing agricultural ventures." This corporation helps banks and other financia institutions assist eligible
farmersin receiving low interest loans through the issuance of tax-exempt agricultural revenue bonds.

Kentucky Grain | nsurance Cor poration- provides protection to grain producersin the event of thefailure of
agrain dealer or grain warehouseman.

Kentucky Local Correctional Facilities Construction Authority - created in 1982 pursuant to Sections
441.605 through 441.695 of the KRS to provide an additional and aternative method for constructing,
improving, repairing, and financing regiona and local jail facilities.

TheUniver sity and CollegeFundsaccount for all transactionsrelatingtotheeight State-supported universitieswithin
Kentucky, including the community colleges that are part of the University of Kentucky system. These institutions
maintain their own financial recordswhich are not apart of the central accounting system operated by the Financeand
Administration Cabinet. The following universities and colleges are included:

Eastern Kentucky University
Kentucky State University
Morehead State University

Murray State University
Northern Kentucky University
University of Kentucky
(including community colleges)
University of Louisville
Western Kentucky University
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
COMPONENT UNITS

JUNE 30, 1996

(Expressed in Thousands)

ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS
RESTRICTED CASH
RECEIVABLES, NET
INTERFUND RECEIVABLES
INTEREST RECEIVABLE
INVENTORIES
PREPAID EXPENSES
OTHER ASSETS
TOTAL CURRENT ASSETS
OTHER ASSETS:
LONG-TERM INVESTMENTS
LONG-TERM RECEIVABLES
DEFERRED CHARGES
RESTRICTED ASSETS
TOTAL OTHER ASSETS
FIXED ASSETS:
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS
TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES:
CURRENT LIABILITIES:
ACCOUNTS PAYABLE
ACCRUED LIABILITIES
INTERFUND PAYABLES
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
DEFERRED REVENUE
AMOUNT HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES:
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
OTHER LONG-TERM LIABILITIES
TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES
FUND EQUITY AND OTHER CREDITS:
CONTRIBUTED CAPITAL
INVESTMENT IN FIXED ASSETS
RETAINED EARNINGS:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED
FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
RESTRICTED GIFTS, GRANTS, AND CONTRACTS
UNRESERVED:
DESIGNATED FOR UNIVERSITIES AND COLLEGES
UNDESIGNATED

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Governmental Proprietary University and Totals
Fund Types Fund Types College Funds June 30, 1996
360,966 $ 266,732 627,698
6,620 6,620
70,135 209,985 280,120
516 2 51,687 52,205
15,506 15,506
354 24,230 24,584
1,661 1,661
2,549 238,292 240,841
516 457,793 790,926 1,249,235
189,174 707,603 896,777
1,326,003 1,326,003
19,729 19,729
92,570 92,570
1,627,476 707,603 2,335,079
14,771 64,942 79,713
59,470 59,470
212,067 1,728,540 1,940,607
7 43,963 550,791 594,761
(107,276) (107,276)
4,089 148,658 152,747
7 167,614 2,552,401 2,720,022
523 2,252,883 $ 4,050,930 6,304,336
683 56,879 $ 70,935 128,497
57,019 57,019
51 51,687 51,738
1,248 1,248
25 25
55,965 55,965
1,960 1,960
12,790 32,771 45,561
4,594 3,692 8,286
17,117 17,117
3,809 38,361 42,170
683 137,321 271,582 409,586
20,369 85,838 106,207
25 1,942 1,967
1,431,577 753,588 2,185,165
1,118 1,118
608 608
1,453,697 841,368 2,295,065
683 1,591,018 1,112,950 2,704,651
96,190 96,190
1,942,030 1,942,030
427,732 427,732
137,943 137,943
11,945 11,945
160,165 160,165
585,560 585,560
238,280 238,280
(160) (160)
(160) 661,865 2,937,980 3,599,685
523 2,252,883 $ 4,050,930 6,304,336
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COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

COMPONENT UNIT - GOVERNMENTAL FUND TYPE - BLUEGRASS STATE SKILLS CORPORATION

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUE

TOTAL REVENUES

EXPENDITURES:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
TRANSFERS FROM COMPONENT UNITS
TRANSFERS TO COMPONENT UNITS
CAPITALIZED LEASES
OTHER SOURCES (USES)

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1

INCREASE (DECREASE) IN INVENTORIES

FUND BALANCE AT JUNE 30
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June 30, 1996

233
33

2,071

10

2,356

(2,356)

2,348

2,348

®

(152)

(160)




COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET

COMPONENT UNITS- PROPRIETARY FUND TYPES

JUNE 30, 1996
(Expressed in Thousands)

ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS
RESTRICTED CASH
RECEIVABLES, NET

INTERFUND RECEIVABLES
INTEREST RECEIVABLE
INVENTORIES

PREPAID EXPENSES
OTHER ASSETS

TOTAL CURRENT ASSETS
OTHER ASSETS:
LONG-TERM INVESTMENTS
LONG-TERM RECEIVABLES
DEFERRED CHARGES
RESTRICTED ASSETS

TOTAL OTHER ASSETS
FIXED ASSETS:
LAND
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS

TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY
LIABILITIES:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE

INTERFUND PAYABLES
CAPITAL LEASE OBLIGATIONS

NOTES PAYABLE

BONDS PAYABLE

COMPENSATED ABSENCES

AMOUNT HELD IN CUSTODY FOR OTHERS
DEFERRED REVENUE

OTHER LIABILITIES

TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES:
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
OTHER LONG-TERM LIABILITIES

TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES
FUND EQUITY:
CONTRIBUTED CAPITAL
RETAINED EARNINGS:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Kentucky Kentucky
Kentucky Kentucky Kentucky Economic Higher
State Center Educational Development Education
Fair for the Television Finance Assistance
Board Arts Authority Authority Authority
$ 3812 $ 836 $ 2,466 2,031 $ 7,756
6,620
1,245 318 801 18,753
2
1,550
78 276
497 203 816
2,530 19
5,556 1,435 4,359 11,181 28,078
1,245 933 5,744 385 30,192
97,168 5,139
829 186 559
92,570
2,074 933 5,930 190,682 35,331
14,073 129 32
153,268 31,571 11,540 463
4,962 5,330 25,325 428 3,968
(60,966) (12,764) (26,577) (738) (2,013)
3,571 518
114,908 24,266 10,838 153 1,955
3 122,538 $ 26,634 $ 21,127 202,016 $ 65,364
$ 1271 $ 751 % 2,594 1344 $ 6,917
51
1,248
25
685 1,176
2,070 629 272 8,316
19
4,077 1,405 5,290 1,363 15,233
20,369
25
91,312
1,118
128 480
153 20,369 91,312 1,598
4,077 1,558 25,659 92,675 16,831
74,748 21,442
45,173 42,525
43,713 3,634 (4,532) 64,168 6,008
118,461 25,076 (4,532) 109,341 48,533
3$ 122,538 $ 26,634 $ 21,127 202,016 $ 65,364
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Kentucky Kentucky Kentucky Local
Higher Educational Kentucky Kentucky Correctional
Education Savings Kentucky Kentucky Agricultural Grain Facilities
Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1996
$ 46,526 $ 270 % 214,495 72453 % 251 1,754 $ 8316 $ 360,966
6,620
237 73 35,219 12,624 14 37 814 70,135
2
9,322 4,632 2 15,506
354
62 83 1,661
2,549
56,147 343 254,429 85,077 267 1,791 9,130 457,793
31,585 4,251 89,822 20,968 246 2,593 1,210 189,174
270,654 709,597 236,097 7,348 1,326,003
3,378 12,024 2,028 725 19,729
92,570
305,617 4,251 811,443 259,093 246 2,593 9,283 1,627,476
537 14,771
15,225 212,067
2,056 1,894 43,963
(838) (3,380) (107,276)
4,089
1,218 14,276 167,614
$ 362,982 $ 4594 $ 1,080,148 344,170 $ 513 4,384 $ 18,413 $ 2,252,883
$ 8,752 $ $ 31,831 2,784 % 277 $ 358 $ 56,879
51
1,248
25
7,910 37,894 8,744 1,417 55,965
99 1,960
4,594 4,594
1,473 30 12,790
3,790 3,809
16,761 4,594 74,988 11,528 307 1,775 137,321
20,369
25
299,730 816,074 184,066 40,395 1,431,577
1,118
608
299,730 816,074 184,066 40,395 1,453,697
316,491 4,594 891,062 195,594 307 42,170 1,591,018
96,190
40,457 151,001 148,576 427,732
6,034 38,085 513 4,077 (23,757) 137,943
46,491 189,086 148,576 513 4,077 (23,757) 661,865
$ 362,982 $ 4594 $ 1,080,148 344,170 $ 513 4,384 $ 18,413 $ 2,252,883
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN RETAINED EARNINGS

COMPONENT UNITS- PROPRIETARY FUND TYPES

FOR THE YEAR ENDED JUNE 30, 1996

(Expressed in Thousands)

OPERATING REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
AMORTIZATION OF PREMIUM ON LEASES
OTHER REVENUES

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION
INTEREST
TRAVEL
CLAIMS EXPENSE
OTHER EXPENSES
TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES):
INTERGOVERNMENTAL REVENUES
GRANTS AND DONATIONS
MEMBERSHIP REVENUE

KENTUCKY CENTER FOR THE ARTS ENDOWMENT

GAIN (LOSS) ON SALE OF FIXED ASSETS
INTEREST AND OTHER INVESTMENT INCOME
INTEREST EXPENSE

OTHER REVENUE (EXPENSES)

TOTAL NONOPERATING REVENUE (EXPENSES)
INCOME (LOSS) BEFORE OPERATING TRANSFERS

AND EXTRAORDINARY ITEM

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS FROM COMPONENT UNITS

TRANSFERS TO PRIMARY GOVERNMENT
TRANSFERS TO COMPONENT UNITS

NET INCOME (LOSS)
ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS
INCREASE (DECREASE) IN RETAINED EARNINGS
RETAINED EARNINGS AT JULY 1, AS RESTATED

RETAINED EARNINGS AT JUNE 30

Kentucky Kentucky
Kentucky Kentucky Kentucky Economic Higher
State Center Educational Development Education
Fair for the Television Finance Assistance
Board Arts Authority Authority Authority
$ 22544 % 3,175 % 1,175 1,248 1,663
68 10,127 2,013
2,648 2,040 33 6,900
25,192 3,175 3,283 11,408 10,576
13,628 4,380 8,371 753 5,039
9,272 466 2,118 451 2,451
1,062 362 265 399
74 29,194
4,811 1,179 3,318 268 537
4,801
77 56 145 11 78
1,128 7,056 61 2,165
28,850 7,645 21,273 6,345 39,863
(3,658) (4,470) (17,990) 5,063 (29,287)
1,359
543 3,374 776
299
549
4 (23)
130 92
(1,220)
640 (2,634) (391)
770 2,846 (503) 385
(2,888) (1,624) (18,493) 5,063 (28,902)
707 1,541 16,320 26,688
1,500
(371) (16) (494)
(2,552) (83) (2,189) 5,063 (1,208)
4,131 789
1,579 706 (2,189) 5,063 (1,208)
42,134 2,928 (2,343) 104,278 49,741
3$ 43,713  $ 3,634 $ (4,532) 109,341 48,533
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Kentucky Kentucky Kentucky Local

Higher Educational Kentucky Kentucky Correctional
Education Savings Kentucky Kentucky Agricultural Grain Facilities
Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1996
$ $ 7477 % 395 $ $ 65 $ 4,129 $ 41,871
30,867 69,286 15,378 246 605 128,590
96 96
1,956 34,073 47,650
32,823 76,763 49,846 311 4,830 218,207
53 6,044 1,034 6 39,308
105 1,218 16,081
2 384 2,474
2,269 746 784 33,067
1,040 1,473 324 62 13,012
17,365 48,846 13,816 84,828
3 259 629
277 277
8,441 331 5,512 45 24,739
26,846 494 66,005 15,920 283 891 214,415
5,977 (494) 10,758 33,926 28 3,939 3,792
1,359
4,693
299
549
(19)
3 445 670
(2,158) (3,378)
(82) (2,467)
(82) 3 (1,713) 1,706
5,977 (494) 10,676 33,926 3 28 2,226 5,498
494 10,537 56,287
1,500
(881)
(1,500) (1,500)
4,477 10,676 44,463 3 28 2,226 60,904
4,920
4,477 10,676 44,463 3 28 2,226 65,824
42,014 178,410 104,113 510 4,049 (25,983) 499,851
46,491 $ $ 189,086 $ 148,576 $ 513 $ 4,077 $ (23,757) $ 565,675
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CASH FLOWS

COMPONENT UNITS- PROPRIETARY FUND TYPES

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

Kentucky
Kentucky Kentucky Kentucky Economic
State Center Educational Development
Fair For The Television Finance
Board Arts Authority Authority
CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC $ 25,891 $ 3,174 $ 3,832 1,265
COLLECTION OF PROGRAM LOANS 23,831
PROGRAM LOANS ISSUED (6,421)
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES (12,769) (3,285) (9,467) (532)
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS (10,944) (3,042) (8,495) (753)
CASH PAYMENTS (TO) FROM OTHER SOURCES
NET CASH PROVIDED BY OPERATING ACTIVITIES 2,178 (3,153) (14,130) 17,390
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
PROCEEDS FROM BOND ISSUANCE
PROCEEDS FROM SALE OF REVENUE BONDS FOR COST OF ISSUANCE
PRINCIPAL PAYMENT ON DEBT
DEBT RELATED EXPENSES (5,029)
SUBSIDIES 2,823
OPERATING TRANSFERS-IN FROM OTHER FUNDS 1,047 1,541 18,567
OPERATING TRANSFERS-OUT TO OTHER FUNDS (275)
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES 1,047 4,364 18,292 (5,029)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS (6,182) (900) (380) (29)
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS (371) (1,351)
INCREASE IN RESTRICTED ASSET - CONSTRUCTION ACCOUNT (23,509)
RESTRICTED INCOME - CONSTRUCTION 300
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS (1,181)
PROCEEDS FROM SALE OF EQUIPMENT 4
CONTRIBUTED CAPITAL 27,607
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES (2,155) (896) (2,912) (29)
CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES (1,245) (513) (5,031) (107,772)
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES 796 80,471
INTEREST AND DIVIDENDS ON INVESTMENTS 130 91 5,118
NET CASH USED IN INVESTING ACTIVITIES (1,115) (422) (4,235) (22,183)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (45) (107) (2,985) (9,851)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 3,857 943 5,451 11,882
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 3,812 $ 836 $ 2,466 2,031
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS) $ (3,658) $ (4,470) $ (17,990) 5,063
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION 4,811 1,179 3,318 268
INTEREST AND OTHER INVESTMENT INCOME (5,314)
SUBSIDIES
INTEREST EXPENSE
MISCELLANEOUS NONOPERATING INCOME (EXPENSES) 491 4,785
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN RECEIVABLES, NET (310) (29) (289) 12,367
(INCREASE) DECREASE IN INVENTORIES (26) 114
(INCREASE) DECREASE IN PREPAID EXPENSES (68) (32)
(INCREASE) DECREASE IN OTHER ASSETS (127)
INCREASE (DECREASE) IN ACCOUNTS PAYABLE 394 225 234 230
INCREASE (DECREASE) IN INTERFUND PAYABLES 9)
INCREASE (DECREASE) IN COMPENSATED ABSENCES 119
INCREASE (DECREASE) IN OTHER LIABILITIES
INCREASE (DECREASE) IN DEFERRED REVENUE 1,009
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 2,178 $ (3,153) $ (14,130) 17,390

THROUGH CONTRIBUTED CAPITAL, STATE FAIR BOARD ACQUIRED FIXED ASSETS COSTING $179,(000).
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Kentucky Kentucky Kentucky Kentucky Local
Higher Higher Educational Kentucky Kentucky Correctional
Education Education Savings Kentucky Kentucky Agricultural Grain Facilities
Assistance Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Authority Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1996

$ 38,607 $ 2,154 965 $ 7,343 $ 395 $ $ 66 $ 4,633 $ 88,325
245 84,325 134,296 242,697
(1,581) (48,562) (99,606) (829) (156,999)
(68,417) (21,735) (736) (7,837) (1,033) (6) (125,817)
(5,091) (2,473) (6,303) (37,101)
(36,237) 13,709 229 27,893 (638) 60 3,804 11,105
15,980 127,654 18,550 162,184
(267) (267)
(28,820) (50,777) (8,900) (88,497)
(49,268) (12,234) (66,531)
494 43,525 46,842
28,188 49,343
(494) (1,500) (2,269)
27,694 (14,607) 494 27,609 40,941 100,805
(456) (713) (8,660)
(1,152) (1,390) (4,264)
(23,509)
300
5 (2,166) (3,342)
4
27,607
(1,147) (456) (713) (3,556) (11,864)
(29,745) (550,765) (2,023) (405,201) (28,794) (1,131,089)
20,633 582,235 452 548,087 37,696 (197) 1,072 1,271,245
1,884 4,468 219 13,001 16,324 2 239 447 41,923
(7,228) 35,938 (1,352) 155,887 25,226 (195) 1,311 447 182,079
(16,918) 34,584 (629) 210,676 65,529 (195) 1,371 695 282,125
24,674 11,942 899 3,819 6,924 446 383 7,621 78,841
$ 7,756 $ 46,526 270 $ 214,495 $ 72,453 $ 251 $ 1,754 $ 8,316 $ 360,966
$ (29,287) % 5,977 (494) 3 10,758 $ 33,926 $ $ 28 $ 3939 $ 3,792
537 1,040 1,473 324 (34) 12,916
(1,913) (244) 13,469 (15,716) (238) (9,956)
(32,988) (32,988)
13,816 13,816
415 1,619 7,310
(9,501) 9,078 (738) (37) (101) 10,440
88
) 22 (80)
6 (4,291) (4,412)
2,239 1,900 1,393 277 6,892
9
707 7 833
967 31 998
560 (134) 30 1,465
$ (36,237) % 13,709 229 $ 27,893 $ (638) $ $ 60 $ 3,804 $ 11,105

155



This page was intentionally left blank.

156



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE

BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED EXPENDABLE TRUST FUND

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

COMMERCE-STATE FAIR BOARD
REVENUES:

CHARGES FOR SERVICES

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TRANSFERS IN (INTRAFUND)

TOTAL REVENUES

EXPENSES

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FUND EQUITY AT JUNE 30
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Budget

21,545

Actual

23,139
200

14

642
23,995
21,544
2,451
90,832

(2,345)

90,938

Variance



COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET

COMPONENT UNITS-ALL UNIVERSITY AND COLLEGE FUNDS

JUNE 30, 1996
(Expressed in Thousands)

ASSETS

CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET:

STATE AGENCIES

OTHERS
INTERFUND RECEIVABLES
INVENTORIES
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LIBRARY BOOKS

LIVESTOCK
CONSTRUCTION IN PROGRESS
OTHER ASSETS
TOTAL ASSETS
LIABILITIES AND FUND EQUITY
LIABILITIES:

ACCOUNTS PAYABLE:
STATE AGENCIES
OTHERS
ACCRUED LIABILITIES
INTERFUND PAYABLES
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
AMOUNTS HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
DEFERRED REVENUE
OTHER LIABILITIES

TOTAL LIABILITIES

FUND EQUITY:
INVESTMENT IN FIXED ASSETS
FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
RESTRICTED GIFTS, GRANTS, AND CONTRACTS
UNRESERVED:
DESIGNATED FOR UNIVERSITIES AND COLLEGES

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

University University Eastern
of of Kentucky
Kentucky Louisville University

$ 166,833 25,213 24,047
424,537 160,634 30,109
671 3,110
124,040 41,786 10,145
39,818 123
12,876 1,374 3,109
26,139 20,967 3,037
34,578 9,786
731,862 361,242 148,671
309,128 81,473 46,722
74,377 46,574 23,328
316
86,481 843
2,092 2,773 1,853
$ 2,033,432 742,036 305,199
$ 4,265 15
28,853 28,067 2,109
41,845 1,248
39,818 123

34,101 8,454

98

332,279 155,850 67,090
438 468
137 15,860 647
11,947 11,271 2,202

36,233 894
530,014 220,396 73,902
907,874 352,143 166,301
1,508 6,459 1,760
62,141 11,522 17,212
373,755 88,433 45,796
158,140 63,083 228
1,503,418 521,640 231,297
$ 2,033,432 742,036 305,199
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Western
Kentucky
University

11,661
37,268

353
9,088
3,991
1,553
1,508
3,885

107,921
30,167
17,888

25,869
5,484

256,636

67
918
2,614
3,991
7,698

57,054
879

2,998

76,219

123,187

1,600
18,202
21,367

16,061
180,417
256,636

Totals
June 30, 1996

266,732
707,603

5,401
204,584
51,687
24,230
64,942
59,470
1,728,540
550,791
211,016
334
148,658
26,942

4,050,930

5,302
65,633
57,019
51,687
85,838

1,942

753,588

3,692
17,117
32,771
38,361

1,112,950

1,942,030

11,945
160,165
585,560

238,280

Morehead Murray Northern Kentucky
State State Kentucky State
University University University University
12,418 8,345 $ 6,888 11,327
9,010 17,918 15,843 12,284
197 283 787
6,099 6,942 3,225 3,259
2,836 3,161 1,758
2,233 1,263 1,062 760
7,066 2,668 2,770 787
8,624 2,597
105,626 92,698 111,796 68,724
24,693 24,404 19,368 14,836
9,881 17,210 16,131 5,627
18
5,903 9,912 388 19,262
1,283 11,713 1,672 72
187,263 205,141 $ 184,285 136,938
900 43 $ 12
1,167 1,791 1,639 1,089
2,966 3,473 2,852 2,021
2,836 3,161 1,758
15,577 4,717 15,291
559 1,285
34,325 27,160 56,715 23,115
766 150 908 83
63 260 150
517 835 2,773 228
1,015 29 190
60,691 41,619 83,573 26,536
102,726 127,037 81,358 81,404
413 205
11,834 9,771 9,028 20,455
11,944 26,301 9,421 8,543
68 700
126,572 163,522 100,712 110,402
187,263 205,141 $ 184,285 136,938

2,937,980
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND OTHER CHANGES

COMPONENT UNITS-ALL UNIVERSITY AND COLLEGE CURRENT FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES:
TUITION AND FEES
FEDERAL GRANTS AND CONTRACTS
STATE/LOCAL GRANTS AND CONTRACTS
PRIVATE GIFTS, GRANTS AND CONTRACTS
ENDOWMENT INCOME
SALES AND SERVICES OF EDUCATION ACTIVITIES

SALES AND SERVICES OF AUXILIARY ENTERPRISES AND HOSPITALS

OTHER REVENUES
TOTAL CURRENT REVENUES

EXPENDITURES AND TRANSFERS:
EDUCATIONAL AND GENERAL:

INSTRUCTION
RESEARCH
PUBLIC SERVICE
ACADEMIC SUPPORT
LIBRARIES
STUDENT SERVICES
INSTITUTIONAL SUPPORT
STUDENT FINANCIAL AID
MAINTENANCE AND OPERATION
OTHER EXPENDITURES

TOTAL EDUCATIONAL AND GENERAL EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
LOAN FUND
UNEXPENDED PLANT FUND
RETIREMENT OF INDEBTEDNESS
NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED
CURRENT FUND - RESTRICTED
LOAN FUND
ENDOWMENT AND SIMILAR FUNDS
UNEXPENDED PLANT FUND
RETIREMENT OF INDEBTEDNESS
RENEWAL AND REPLACEMENT

TOTAL EDUCATIONAL AND GENERAL

AUXILIARY ENTERPRISES AND HOSPITALS:

EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS

NON-MANDATORY TRANSFERS:
CURRENT FUND - UNRESTRICTED
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT

TOTAL AUXILIARY ENTERPRISES AND HOSPITALS
TOTAL EXPENDITURES AND TRANSFERS

OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):
TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT

EXCESS OF RESTRICTED RECEIPTS OVER TRANSFERS TO REVENUE

INDIRECT COST RECOVERED
REFUNDS TO GRANTORS
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS)

NET INCREASE (DECREASE) IN FUND BALANCE

University
of
Kentucky

$ 124,397
32,763

9,302

14,540

3,951

31,736

268,380

30,167

515,236

213,716
49,608
70,025
32,002
21,243
23,972
39,313
55,017
40,796

451

546,143

27,624
147
1,374

(23,007)
(3,256)
20

12,978

100
562,123

234,482

4,587

12,969
727
40,644
293,409

855,532

333,463
(4,228)
7,231

FRNEYE0)

160

University
of
Louisville

59,755
26,308
3,326
8,613

293
25,231
94,419

217,945

123,492
22,776
45,635
21,926

9,972
9,549
22,477
17,679
17,855

291,361

13,022
56

11,149
716

316,304

40,023

1,446

1,935

43,404
359,708

143,602

4,410
3,772

(828)
9,193

Eastern
Kentucky
University

31,059
19,239
6,745
712

4,184
15,898
3,854

81,691

46,628
456
3,498
20,314
3,460
7,061
10,134
13,443
10,581

115,575

5,290
10

(€

502

121,376

14,186

1,340

15,526
136,902

55,677
(10)
(191)
(95)

170



Western
Kentucky
University

28,929
14,216
2,951
2,019

4,981
13,134
3,865

70,095

44,013
2,327
8,437
4,295
4,318
9,315

10,827

11,823
9,586

12

104,953

4,262
27

(1,260)

1,203

109,185

10,395

2,026

12,421
121,606

53,003
79
764

(83)

2,252

Totals
June 30, 1996

319,913
136,265
30,888
28,822
4,512
44,840
352,634
140,834

1,058,708

517,654
79,720
140,443
92,894
46,752
70,650
110,810
142,629
101,570
463

1,303,585

66,824
275
1,374
120

(25,804)
(3,256)
20
141
31,829
716
1,225

1,377,049

325,095

12,582
81
1,117

13,046
2,830
40,644

395,395

1,772,444

Morehead Murray Northern Kentucky
State State Kentucky State
University University University University
18,769 20,606 $ 30,273 6,125
21,702 7,383 4,651 10,003
3,463 2,307 2,415 379
1,782 537 619
561
885 1,874 887
8,199 12,160 5,875 3,757
2,123 3,428 1,987 991
56,923 48,856 46,707 21,255
25,364 29,196 25,699 9,546
313 1,183 284 2,773
3,945 3,758 2,051 3,094
3,605 4,269 4,540 1,943
2,148 2,326 3,285
6,138 6,545 5,115 2,955
6,773 6,666 9,790 4,830
23,577 9,922 7,426 3,742
4,798 8,458 6,071 3,425
76,661 72,323 64,261 32,308
4,812 3,706 4,967 3,141
1 2 32
120
(1,390) (146)
141
1,431 2,121 1,844 601
1,125
82,905 76,903 71,224 37,029
6,834 11,726 4,262 3,187
2,256 595 332
64 17
1,117
77
168
9,154 12,566 5,728 3,187
92,059 89,469 76,952 40,216
34,100 39,946 30,554 19,133
(20) @ @
737 (43) (107)
244 203 281
(14) (10)
(70) 597
(1,126) 896 $ 458 346

709,478
(4,260)
12,116
5,264
(202)
(301)

161

8,359




COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGESIN FUND BALANCES
COMPONENT UNITS-ALL UNIVERSITY AND COLLEGE FUNDS

FOR THE YEAR ENDED JUNE 30, 1996
(Expressed in Thousands)

REVENUES AND OTHER ADDITIONS:
EDUCATIONAL AND GENERAL REVENUES
AUXILIARY ENTERPRISES AND HOSPITALS REVENUES
INDIRECT COST RECOVERED
RESTRICTED GRANTS AND CONTRACTS
RESTRICTED GIFTS AND GRANTS
ENDOWMENT INCOME
INTEREST AND OTHER INVESTMENT INCOME
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
OTHER REVENUES AND ADDITIONS

TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS:
EDUCATIONAL AND GENERAL EXPENDITURES
AUXILIARY ENTERPRISES AND HOSPITALS EXPENDITURES
REFUNDS TO GRANTORS
ADMINISTRATIVE, COLLECTION, AND LITIGATION COSTS
LOAN CANCELLATIONS
PAYMENT TO BENEFICIARIES
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
INTEREST PAYMENTS
DISPOSAL OF PLANT FACILITIES
NOTES ISSUED
OTHER EXPENDITURES

TOTAL EXPENDITURES AND OTHER DEDUCTIONS
TRANSFERS AMONG FUNDS - ADDITIONS (DEDUCTIONS):
NON-MANDATORY TRANSFERS FOR:

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT

TOTAL TRANSFERS AMONG FUNDS
INCREASE (DECREASE) IN FUND BALANCE

FUND BALANCES AT JULY 1, AS RESTATED

FUND BALANCES AT JUNE 30

University University Eastern
of of Kentucky
Kentucky Louisville University
$ 189,850 148,466 40,364
268,380 25,732 15,675
3,772
156,149 38,943 26,471
38,260 6,863 3,036
4,539

13,324 6,252 1,707

55,178 21,952 6,943

20,053 7,759 5,204

67,463 22,249 733

813,196 281,988 100,133
546,143 291,361 114,835
234,482 40,023 14,186

14 103

131 83

128 309 167

558

40,085 16,259 2,210

20,895 7,759 4,470

19,406 9,121 4,374

27,140 10,718 2,404

142,608 1,258 2,755
1,031,032 376,808 146,145
358,048 158,066 56,469
(4,281) (16) (10)

353,767 158,050 56,459
135,931 63,230 10,447
1,367,487 458,410 220,850

$ 1,503,418 521,640 231,297
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Western Morehead Murray Northern Kentucky
Kentucky State State Kentucky State Totals
University University University University University June 30, 1996
37,765 21,777 24,881 $ 33,370 17,672 514,145
13,134 8,199 12,160 5,870 3,757 352,907
764 244 4,780
20,363 26,951 10,432 7,567 539 287,415
2,454 1,473 1,087 53,173
4,539
1,714 802 2,304 580 569 27,252
10,054 7,551 10,777 4,620 1,613 118,688
3,145 8,562 2,995 3,429 1,731 52,878
943 6,818 10,159 114 108,479
90,336 80,660 75,425 56,637 25,881 1,524,256
104,941 76,661 72,323 64,261 32,308 1,302,833
10,395 6,834 11,726 4,262 3,187 325,095
14 16 147
166 10 57 69 27 543
156 86 60 43 21 970
558
5,821 6,348 4,897 2,266 477 78,363
3,222 8,562 2,995 3,278 1,731 52,912
2,982 2,908 1,585 4,742 1,446 46,564
5,929 1 2,726 506 122 49,546
5,463 445 5,908
1,424 335 2,705 169 20 151,274
135,036 107,208 99,088 80,057 39,339 2,014,713
56,679 34,100 41,096 31,577 19,788 755,823
(33) (20) (35) (4) (65) (4,464)
56,646 34,080 41,061 31,573 19,723 751,359
11,946 7,532 17,398 8,153 6,265 260,902
168,471 119,040 146,124 92,559 104,137 2,677,078
180,417 126,572 163,522 $ 100,712 110,402 2,937,980
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STATISTICAL SECTION

The Statistical Section givesreport users a better historical perspective of financial information that may assist in assessing current
financial status and trends of the Commonwealth. In addition, certain demographic and economic data have been presented that will
allow a broader understanding of the economic and social environment in which State Government operates.
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REVENUESBY SOURCE

ALL GOVERNMENTAL FUND TYPES
FOR THE LAST TEN FISCAL YEARS
(Expressed in Thousands)

SOURCE 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Taxes:
Sales & Gross Receipts $ 1,506,522 $ 1,608,557 $ 1,750,337 $ 1,793,125 $ 1,931,992 $ 2,259,989 $ 2,442,419 $ 2,539,066 $ 2,739,653 $ 2,873,176
Individual Income 909,434 1,003,287 1,149,519 1,228,462 1,642,691 1,629,678 1,676,263 1,870,096 1,964,960 2,080,418
Corporation Income 267,299 255,704 310,793 279,494 319,338 271,022 254,797 269,048 340,913 289,508
Property 245,525 270,087 281,886 303,347 323,378 339,590 353,711 370,200 386,389 409,175
License & Privilege 88,956 85,430 94,096 101,174 110,046 111,315 117,471 114,052 137,578 130,778
Severance 186,008 186,667 182,966 196,945 188,924 185,020 180,704 181,340 177,826 185,019
Inheritance & Estate 49,245 48,785 53,752 67,013 68,597 77,241 71,040 76,173 79,531 82,673
Miscellaneous 71,563 51,618 104,839 111,662 118,327 116,692 125,636 120,036 117,077 104,819
Total Taxes 3,324,552 3,510,135 3,928,188 4,081,222 4,703,293 4,990,547 5,222,041 5,540,011 5,943,927 6,155,566
Intergovernmental Revenue 1,416,882 1,613,119 1,624,227 1,814,810 2,158,400 2,520,376 2,687,598 2,657,925 3,307,139 3,394,888
Charges for Services 203,147 205,426 149,195 172,827 167,144 140,798 147,617 192,659 222,309 273,820
Licenses, Fees & Permits 137,333 91,739 114,074 119,750 126,840 138,877 161,510 134,161 160,975 163,331
Fines & Forfeitures 37,090 35,164 33,792 40,530 41,106 39,229 39,972 38,563 40,720 40,485
Interest & Investments 107,512 111,309 93,473 115,831 108,962 112,519 107,210 90,931 112,124 145,544
Other Income 114,177 82,380 76,944 90,050 136,338 80,241 123,951 93,683 133,506 133,064
Total Non-Tax Income 2,016,141 2,139,137 2,091,705 2,353,798 2,738,790 3,032,040 3,267,858 3,207,922 3,976,773 4,151,132
Total Revenues $ 5,340,693 $ 5,649,272 $ 6,019,893 $ 6,435,020 $ 7,442,083 $ 8,022,587 $ 8,489,899 $ 8,747,933 $ 9,920,700 $ 10,306,698

COMMONWEALTH OF KENTUCKY
EXPENDITURESBY FUNCTION

ALL GOVERNMENTAL FUND TYPES
FOR THE LAST TEN FISCAL YEARS
(Expressed in Thousands)

EFUNCTIONS 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

General Government $ 426,256 $ 285298 $ 374,234 $ 338573 $ 300,969 $ 236,096 $ 444,901 $ 452,593 $ 418,256 $ 494,599
Legislative & Judicial 81,726 93,075 93,813 103,564 111,920 119,345 120,036 128,575 132,421 147,563
Commerce 28,602 30,051 42,043 48,225 40,485 41,512 37,279 37,656 42,430 42,704
Education & Humanities 1,479,674 1,631,588 1,669,905 1,935,653 2,302,807 2,511,764 2,578,179 2,663,797 2,835,220 2,962,449
Energy 11,043 11,097 1,974 0 0 0 0 0 0 0
Human Resources 1,396,916 1,640,146 1,732,736 2,010,819 2,495859 2,916,988 3,129,059 3,077,162 3,818,430 3,819,907
Justice 75,214 78,228 89,452 79,958 98,068 101,291 229,972 232,221 255,424 282,999

Natural Resources and
Environmental Protection 52,313 54,373 59,217 64,349 98,517 56,919 83,481 105,920 110,509 96,094
Corrections 90,925 100,953 111,557 128,093 150,637 158,260 0 0 0 0

Public Protection and

Regulation 57,024 64,414 64,445 68,341 72,138 73,888 83,322 79,816 86,411 94,124
Transportation 770,806 929,712 727,519 734,592 813,903 976,826 874,160 843,456 980,083 1,061,589
Capital Outlay 106,231 116,415 75,912 89,042 125,600 201,665 149,910 79,707 82,040 79,245
Debt Service 263,466 221,712 240,029 275,743 334,487 413,450 284,323 357,122 416,756 392,130

Total Expenditures $ 4,840,196 $ 5,257,062 $ 5,282,836 $ 5,876,952 $ 6,945,390 $ 7,808,004 $ 8,014,622 $ 8,058,025 $ 9,177,980 $ 9,473,403
SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Report
NOTE: In 1990 the Energy Function was distributed among other functions. In 1993 the Corrections Function was combined into

the Justice Function.
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DESCRIPTION OF TAX SOURCES - ALL GOVERNMEN-
TAL FUND TYPES

JUNE 30, 1996

SALESAND USE TAX - OnJuly 1, 1960, Kentucky becamethe
thirty-fourth stateto enact asalesand usetax. Althoughthe tax was
broad based at thetimeof itsinception, thesal esand use tax hasbeen
significantly eroded over the years with the passage of numerous
exemptions. This has been partially offset with rate increasesin
1968 (3%1t05%) and 1990 (5%t0 6%), and expansion of the tax base
in 1985 to cover leases and rentals of tangible personal property.
During fiscal 1996, the salesand use tax continuedto bethesecond
largest generator of General Fund revenuefor the Commonwealth.

COAL SEVERANCE TAX - Kentucky’s coal severancetax be-
cameeffective April 1, 1972, and wasintended to replace amajor
portion of the revenue expected to be lost by the exemption of
groceries from the salestax. It was the first major severance tax
among the states. Theinitial rate of 4% on the gross val ue of coal
minedin Kentucky or thirty centsper ton, whichever isgreater, was
raised to 4.5% of the gross value of coal mined or fifty cents per
ton, whichever isgreater, in1976. In 1978, the statutewasrevised
toincludethetaxation of coal processing and add adeductionfrom
thegrossvalue for the cost of transportation. A 1986 amendment
providesthat coal producingand coal impact countiesaretoreceive
aminimum of 10% of coal severance and processing taxesfor FY
1986-87 and 12% for subsequent years. The 1992 General Assem-
bly increased this amount to 15% for FY 1992-93, 18% for 93-94,
25% for 94-95, and 50% for 95-96. (NOTE: HB 2 enacted by the
1994 Specia Session of the General Assembly revised the alloca-
tionsto 21% for 94-95 and 25% for 95-96.)

MOTOR FUEL STAX- In 1920, Kentucky becamethefifth state
toadopt agasolinetax. Theinitial rateof onecent per gallonreached
fivecentsper gallon by 1926. Effective April 1, 1948, the tax per
gallonwas raised to seven cents, with two-seventhsof thetotal set
aside for rural and secondary roads. OnJuly 1, 1962, administra-
tionof themotor fuelsuse tax wastransferred fromthe Department
of Revenueto the Department of Motor Transportation, and on
July 1, 1972, the tax rate increased to nine cents per gallon.
Effectiveduly 1, 1980, therate waschanged to 9% of theweighted
average wholesaletank wagon pricefor salein Kentucky. Inno
caseshall theaveragewholesal epricebe deemedtobelessthanone
dollar and eleven cents per gallon, nor more than onedollar and fifty
centsper gallon. OnJuly 1,1986, thetax ongasolineand L Pgaswas
increased five cents per gallon and the tax on special fuels was
increased two cents per gallon.

MOTOR VEHICLE USAGE TAX - Motor vehicleswere origi-
nally taxed under the 3 percent grossrecei ptstax that wasrepeal ed
in1936. After repeal, aspecial 3 percent tax on motor vehicleswas
enacted. Thistaxisbased onthe"retail price" of themotor vehicles
as defined by statute. Thetax was increased to 5 percent in April
1968, andto 6 percent on July 1, 1990. Thetax ispaidtothecounty
clerk when avehicleisfirst registered in the owner's name. The
proceedsderivedfromthetax aredeposited totheRoad Fundfor use
intheconstructionand maintenanceof Kentucky'sroadsand bridges.

MOTORVEHICLE REGISTRATION FEE - The1936 General
Assembly fixed a flat $4.50 registration fee (plusfifty centsfor the
County Clerk) for passenger cars. Similar fees wereenactedin 1938
for farm trucks and in 1944 for church buses, water well drillers,
and certain wreckers. Truck licenses werechangedtoagraduated
“grossweight” basisin 1964. Thecurrent $11.50 feefor passenger
cars, farm trucks, and the lightest trucks was passed in 1968. In
1973, al motor vehicle registrationfunctionsweretransferredfrom
the Department of Revenue to the Department of Transportation
and the apportioned registration of commercia vehicles began.
Current ratesfor heavier trucks rangefrom $24(6,001-10,000 Ibs.)
to $840(73,281-82,0001bs.) with extended weight tagsrequired for
still heavier vehicles.

INDIVIDUAL INCOME TAX - The individual income tax
becameeffective forincome earned during calendar year 1936 and
produced itsfirst revenue during fiscal year 1936-37. Theinitia
rates ranged from 2% on thefirst $3,000 of incometo 5% on all
over $5,000. In 1950, a rate of 6% wasimposed on incomein
excess of $8,000. In 1954, Kentucky became the fourth state to
implement a withholding system and aso adopted the federa
definition of netincome. Currently, netincomeiscomputed using
thelnternal Revenue Codein effect on December 31, 1993, for tax
years beginning after that date, modified for Kentucky differences
between federal and Kentucky tax laws. Primary differencesin-
clude the tax treatment of pension income and interest on federal
obligations. The rates applied to net income are: 2% of thefirst
$3,000; 3% of thenext $1,000; 4% of thenext $1,000; 5% of the next
$3,000; and 6% of the excessover $8,000. Thepresent tax credit of
$20wentinto effectin 1961 and the current standard deduction of
$650was adoptedin 1976. A low incometax credit of 5% to 100%
for singlepersonsor married coupleswith adjusted grossincome of
$25,000 or less was enacted in 1990. A child and dependent care
credit equal to 20% of the Federal credit isalso allowed.

CORPORATIONINCOME TAX - Thecorporateincometax was
enactedtofirst apply tocalendar year 1936income. Theratewas4%
of net income assigned to Kentucky after deduction of federal
incometaxes. Thisratewas changed to 4.5% in 1950 and againto
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5% of the first $25,000 of taxable income and 7% of all in excess
thereof in 1956. In 1972, thefederal tax deductionwasremoved and
the state rate reduced to 4% of thefirst $25,000 and 5.8% on the
excess. Tax ratesbeginning on January 1, 1980, are: first $25,000
at 3%,; next $25,000 at 4%; next $50,000 at 5%; and the excessover
$100,000 at 6%. The1985 Specia Session of theGeneral Assembly
passed the Kentucky Equity Tax Act (KETA) into law. KETA
mandated a State depreciation system separate from the federa
system. Thisnew Kentucky system allowed corporatetaxpayersto
recover theentire cost of property through depreciationscompared
to recovery of 71% of cost using the Accelerated Cost Recovery
System (ACRS) asadjusted for under prior Kentucky Law. KETA
also added a new graduated rate of 7.25% of taxable income in
excess of $250,000 of taxableincome effective August 1, 1985.

The 1990 General Assembly replaced the Kentucky depreciation
system with the depreciation and expense deductions allowed by
Sections 168 and 179 of the Internal Revenue Code in effect on
December 31, 1989, effective for property placed in service after
December 31, 1989. Thetax ratesbeginningon January 1, 1990 are:
first $25,000 at 4%; next $25,000 at 5%; next $50,000 at 6%; next
$150,000 at 7%; and all over $250,000 at 8.25%. Effectivefor tax
years beginning after December 31, 1993, net incomeis computed
using the Internal Revenue Codein effect on December 31, 1993.

The 1994 General Assembly amended KRS 141.0101 to make
Kentucky depreciation rules consistent with federal depreciation
rulesfor all assets, regardlessof when placedin service, effectivefor
taxable years, beginning after December 31, 1993. To account for
thischangein depreciationrules, each taxpayer must determinethe
amount of any difference in Kentucky adjusted basis and federal
adjusted basi s (transition amount) asof the 1st day of the 1st taxable
year beginning after December 31, 1993. The transition amount
must be added to or subtracted from grossincomein the 1st taxable
year beginning after December 31, 1993, if the amount does not
exceed $100,000 or in equal amounts over 4 years if the amount
exceeds $100,000 or the taxpayer so elects.

The 1996 General Assembly amended KRS 141.120 to prohibit
affiliated corporationsfrom filing combined Kentucky income tax
returns using the unitary business concept and alows affiliated
corporations to elect to file consolidated Kentucky income tax
returns, with such el ection being binding for 96 consecutive calen-
dar months.

Effective for tax years beginning after December 31, 1995, net
income is computed using the Internal Revenue code in effect on
December 31, 1995.

PROPERTY TAX - The most marked changesin taxation during
the past 42 years have occurred in the property tax. Prior to 1934,
the property tax wasthe State’ smajor revenue source. Inthat year,
an attempt toremovethetax onreal estate wasruled unconstitu-
tional. The tax ratewas then reduced from 30 centsto 5 cents per
$100 assessed value. The 1965 Special Session of the General
Assembly further reducedtherate onreal estatefromfive centsto
1.5centsand ontangibleproperty from 50 centsto 15 cents. House
Bill 4, passed inthe 1976 regular sessionof theGeneral Assembly,
established the power equalization programfor school fundingand
raisedthe State tax rateonreal property from 1.5 centsto31.5cents
per $100 of assessed value and the tax rate on tangible personal
property from 15 cents to 45 cents per $100 of assessed value.
Thisincreaseinthe Stateproperty tax rate wasaccompanied by a 30
centsper $100 of assessed valuedecreaseinlocal school tax rates.
House Bill 44, enacted by the 1979 extraordinary legisative
session, established anew rate setting mechanism, whichlimitedthe
increaseinaggregaterevenuesfor all taxing districtsingeneral, and
specifically limited the Stateratefor real estatetono greater than
necessary to providea4% increaseinrevenuefromyeartoyear. As
aresult, the Statetax rateon real property hasdropped 48.3% from
31.5 cents per $100in 1978 to 16.3 cents per $100 in 1996.

The 1996 General Assembly repeal ed the bank shares property tax
and enacted a bank franchise tax for state tax purposes and alocal
deposits franchise tax for local tax purposes. A discussion of the
bank franchise tax follows.

INHERITANCEAND ESTATE TAX - Theinheritancetax began
in Kentucky in 1906 and provided that all property of persons
residing in the State and property within the State owned by non-
residents shall be subject to a tax of $5 on each $100 of itsfair cash
valueat thetimesof their deaths. Theoriginal exemptionwas$500.
In 1936, 1948, 1976, 1978, and 1985, various changesin the then
existing legacy bracketsand exemptionswere legislated into law.
Effective for dates of death on or after August 1, 1985, the
surviving spouse’ sexemptionfor inheritancetax increased from the
previous$50,000tothetotal inheritableinterest, andthetax rates for
othersrangefrom 2% to 16% depending ontheheir'sclassification
and distributive share. An additional exemption of personal prop-
erty (upto $7,500) isavailableupon applicationtothedistrict court
by the surviving children (when there is no surviving spouse),
regardless of whether the decedent died testate or intestate.

HouseBill 2, enacted during the 1995 Second Extraordinary Session
of the General Assembly, phasesout theinheritancetax over afour
year period andisapplicabletoindividual sdying after June 30, 1995
but is limited to Class A beneficiaries which includes parents,
children(natural, adopted and step), grandchildren, brothers, sisters,
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half-brothersand half-sisters. Class A wasexpanded under thebill
to include brothers, sisters, half-brothers and half-sisters. These
beneficiaries were originally in Class B. Other Class B and C
beneficiarieswere not affected by thebill. Theinheritancetax for
Class A beneficiaries will be completely phased out for deaths
occurring after June 30, 1998. During the phase-out period, aClass
A beneficiary isentitled to an exemption whichisthegresater of the
exemption permitted under pre-July 1, 1995 law or a percentage of
theinheritableinterest. Thefollowing percentagesapply: 25%for
deathsfrom July 1, 1995 to July 1, 1996; 50% for deathsfrom July
1,1996to July 1, 1997; 75% for deathsfrom July 1, 1997 to July 1,
1998; and 100% for deaths on or after July 1, 1998.

The Kentucky estate tax isan amount by which the state death tax
credit allowable under the federal estate tax law exceeds the total
inheritancetax paid.

PROVIDER TAX - House Bill 250, enacted during the 1994
Regular Session of the General Assembly, continued the Kentucky
Health Care Provider Tax. The bill, which was effective July 15,
1994, imposed atax on hospital's, other providersof specified health
careitemsor services, and personsproviding outpatient prescription
drugs. Thepurposeof the Health Care Provider Tax isto help fund
Kentucky's$2 billion Medicaid program. TheMedicaid programis
ajoint federal -statemedical assistanceprogramthat isoperated and
administered by thestate. Approximately 25% of thefundingfor the
program is provided by the state with the remaining 75% being
funded by thefederal government.

(Note: HB 397 enacted by the 1996 General Assembly created and
amended various sections of KRS Chapter 142 to phase out the
health care provider tax on physician services. Thecurrent 2% ate
will bereduced to 1.5% on August 1, 1996, through June 30, 1997;
1% from July 1, 1997, through June 30, 1998; and 0.5% from July
1, 1998, through June 30, 1999. Thetax on physician serviceswill
be entirely removed as of July 1, 1999.)

BANK FRANCHISE TAX - HouseBill 416 asenacted by the 1996
General Assembly created the bank franchise tax. The tax is
imposed on any financial institution which obtains or solicitsbusi-
ness from 20 or more persons within the Commonwealth or has
recel ptsattributabl eto sourcesinthe Commonweal thwhichequal or
exceed $100,000. The bank franchise tax is based on afive-year
average of net capital accountsreflected onthe quarterly reportsof
condition filed with the applicable federal regulatory institution.
Theminimumtax is$300 per year. BecauseHB 416iseffectivefor
thecalendar year 1996, thefirst tax returnsand paymentswill bedue
on March 15, 1997.
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COMMONWEALTH OF KENTUCKY

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
FOR CALENDAR YEARS 1986 - 1995

(Expressed in Thousands, Except Ratio Data)

Ratio of Total

Assessed
Real Property Personal Property Totals to Total
For the Estimated Estimated Estimated Estimated
Year Ended Assessed Actual Assessed Actual Assessed Actual Actual
December 31 Value Value Value Value Value Value Value
1986 $ 54,424,249 $ 57,591,798 $ 87,946,889 $ 87,946,889 $ 142,371,138 $ 145,538,687 97.8%
1987 57,406,207 61,265,936 98,039,467 98,039,467 155,445,674 159,305,403 97.6%
1988 61,308,019 65,320,574 101,100,506 101,100,506 162,408,525 166,421,080 97.6%
1989 63,730,690 72,466,699 117,635,547 117,635,547 181,366,237 190,102,246 95.4%
1990 69,798,888 80,228,607 124,398,999 124,398,999 194,197,887 204,627,606 94.9%
1991 74,626,422 84,802,752 132,552,592 132,552,592 207,179,014 217,355,344 95.3%
1992 78,150,012 87,809,002 140,219,154 140,219,154 218,369,166 228,028,156 95.8%
1993 82,268,682 89,422,480 141,750,516 141,750,516 224,019,198 231,172,996 96.9%
1994 89,570,464 95,287,728 153,225,083 153,225,083 242,795,547 248,512,811 97.7%
1995 94,517,540 100,550,574 161,911,973 161,911,973 256,429,513 262,462,547 97.7%
SOURCE: Kentucky Revenue Cabinet
NOTE: Assessed values are established through the utilization of an annual ad valorem tax based on the fair value of property.
COMMONWEALTH OF KENTUCKY
PROPERTY TAX LEVIESAND COLLECTIONS
FOR FISCAL YEARS 1986 - 1995
(Expressed in Thousands Except for Percentages)
Percent of Total
For the Year Total Current Tax Percent of Levy Delinquent Tax Total Tax Tax Collections
Ended June 30 Tax Levy Collections Collected Collections Collections to Tax Levy
1986 $ 264,761 $ 244,974 92.5% $ 9,544 $ 254,518 96.1%
1887 264,271 239,541 90.6% 11,768 251,309 95.1%
1988 290,148 258,673 89.2% 11,239 269,912 93.0%
1989 292,001 270,216 92.5% 11,673 281,889 96.5%
1990 317,574 295,729 93.1% 7,617 303,346 95.5%
1991 342,116 313,503 91.6% 9,871 323,374 94.5%
1992 355,821 329,783 92.7% 8,765 338,548 95.1%
1993 372,168 345,089 92.7% 9,669 354,758 95.3%
1994 387,350 357,996 92.4% 12,204 370,200 95.6%
1995 412,789 377,710 91.5% 17,615 395,325 95.8%
SOURCE: Kentucky Revenue Cabinet
NOTE: Property taxes are assessed as of January 1 of each year in one of two ways: 1) By the 120 Property Valuation Administrators

within the State, or 2) by the Revenue Cabinet. The tax rates are set by the various taxing jurisdictions and applied to the
particular assessment. Tax bills are delivered by September 15 of each year.
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COMMONWEALTH OF KENTUCKY

RATIO OF GENERAL LONG-TERM BONDED DEBT
TO ASSESSED VALUE AND DEBT PER CAPITA
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Ratio and Per Capita Debt)

General Bonded Debt

For the Year Estimated Assessed General Long-Term Ratio to
Ended June 30 Population Value Bonded Debt Assessed Value Per Capita
1987 3,683 $ 155,445,674 $ 2,068,313 1.3% 562
1988 3,680 162,408,525 2,205,049 1.4% 599
1989 3,677 181,366,237 2,243,965 1.2% 610
1990 3,687 1990 Census 194,197,887 2,292,249 1.2% 622
1991 3,715 207,179,014 2,790,549 1.3% 751
1992 3,752 218,369,166 2,819,240 1.3% 751
1993 3,793 224,019,198 3,144,038 1.4% 829
1994 3,828 242,795,547 3,098,553 1.3% 809
1995 3,860 256,429,513 3,133,332 1.2% 812
1996 3,906 Projected 266,686,694 Estimated 3,134,342 1.2% 802
SOURCE: University of Louisville Center for Urban and Economic Research; Kentucky Revenue Cabinet; Office for Financial Management and Economic

Analysis bond reporting systems.
NOTE: General long-term bonded debt outstanding includes adjustments to eliminate bonds accounted for by Proprietary Funds, State Universities,
as well as adjustments reflecting updated amortization schedules, bonds redeemed prior to scheduled maturity, and correction of maturity.

COMMONWEALTH OF KENTUCKY

RATIO OF ANNUAL DEBT SERVICE FOR GENERAL BONDED DEBT TO
TOTAL EXPENDITURES FOR GENERAL GOVERNMENTAL FUNCTIONS
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Ratio Data)

General
For the Year Long - Term Total
Ended June 30 Debt Service Expenditures Ratio
1987 $ 210,833 $ 4,840,196 4.4%
1988 217,848 5,257,062 4.1%
1989 230,626 5,282,836 4.4%
1990 260,347 5,876,952 4.4%
1991 334,487 6,945,390 4.8%
1992 413,450 7,808,004 5.3%
1993 284,323 8,014,622 3.5%
1994 357,122 8,058,025 4.4%
1995 416,756 9,177,980 4.5%
1996 392,130 9,473,403 4.1%
SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Report.
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COMMONWEALTH OF KENTUCKY

UNIVERSITY AND COLLEGE FUNDS REVENUE BOND COVERAGE
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Cover age)

Unrestricted Unrestricted Net Revenue
Unrestricted Current Funds Current Funds Available for Debt
For the Year Current Funds Revenues and Expenditures Debt Service Service
Ended June 30 Beginning Balance Additions and Transfers Requirements Requirements Coverage
1987 $ 105,421 $ 887,338 % 873,461 $ 119,298  $ 41,801 2.85
1988 121,257 970,955 954,275 137,937 50,693 2.72
1989 137,898 1,047,740 1,062,988 122,650 57,345 2.14
1990 122,650 1,125,850 1,115,634 132,866 57,802 2.30
1991 132,486 1,268,409 1,262,373 138,522 64,195 2.16
1992 139,539 1,377,283 1,372,630 144,192 73,763 1.95
1993 144,239 1,378,410 1,365,768 156,881 108,448 1.45
1994 156,881 1,446,681 1,405,432 198,130 81,304 2.44
1995 198,435 1,531,477 1,475,510 254,402 81,113 3.14
1996 254,402 1,584,733 1,587,982 251,153 84,791 2.96

SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Report; state universities' audited financial statements.
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COMMONWEALTH OF KENTUCKY
DEMOGRAPHIC STATISTICS
FOR CALENDAR YEARS 1986-1995

For the Year Estimated Per Capita Unemployment
Ended December 31 Population Income Rate
1986 3,687,805 $ 11,732 9.3%
1987 3,683,330 12,439 8.8%
1988 3,680,002 13,171 7.9%
1989 3,677,316 14,197 6.2%
1990 3,686,891 * 15,088 5.9%
1991 3,715,080 15,742 7.5%
1992 3,752,385 16,732 6.9%
1993 3,793,389 17,167 6.2%
1994 3,827,891 17,931 5.4%
1995 3,860,219 18,849 5.4%
SOURCE: U.S. Department of Commerce, Bureau of Census; U.S. Department of Commerce, Bureau of Economic Analysis;

Kentucky Cabinet for Human Resources

NOTE: *  Actual population per 1990 census count

COMMONWEALTH OF KENTUCKY
CONSTRUCTION AND BANK DEPOSITS
FOR CALENDAR YEARS 1986-1995
(Expressed in Thousands, Except Number of Units)

Non-Residential Residential
Construction Construction
For the Year Number Number Bank
Ended December 31 of Units Value of Units Value Deposits
1986 8,611 $ 540,620 13,503 $ 641,647 $ 26,518,536
1987 8,684 630,533 13,223 740,010 27,990,271
1988 8,318 682,821 13,363 786,711 29,908,656
1989 8,254 626,716 12,656 779,383 31,741,423
1990 7,823 655,650 11,810 771,010 33,487,743
1991 7,908 582,450 11,961 784,108 34,076,826
1992 8,437 677,181 14,689 1,023,682 34,882,000
1993 8,952 797,365 15,907 1,172,971 35,112,000
1994 10,024 801,728 18,554 1,370,011 37,352,000
1995 10,025 1,247,662 18,027 1,266,108 37,893,000
SOURCE: U.S. Department of Commerce, Bureau of Census; Federal Deposit Insurance Corporation
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COMMONWEALTH OF KENTUCKY
SOURCES OF PERSONAL INCOME
FOR CALENDAR YEARS 1986-1995

1986 1987 1988 1989 1990
Source Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Farm $ 632,953 2.1% $ 735,990 2.3% $ 713,948 2.1% $ 1,076,812 2.9% $ 983,924 2.5%
Agriculture Services,

Forestry, Fisheries

and Others 164,373 0.5% 210,781 0.6% 229,291 0.7% 230,208 0.6% 253,690 0.7%
Mining 1,752,368 5.8% 1,780,039 5.5% 1,634,586 4.7% 1,528,233 4.1% 1,664,895 4.3%
Manufacturing 7,062,081 23.4% 7,512,647 23.0% 8,025,779 23.2% 8,479,432 23.0% 8,981,065 23.0%
Construction 1,791,888 5.9% 2,001,496 6.1% 2,064,897 6.0% 2,182,266 5.9% 2,204,497 5.6%
Wholesale and Retail

Trade 4,850,477 16.1% 5,088,353 15.6% 5,341,108 15.5% 5,610,288 15.2% 5,864,296 15.0%
Finance, Insurance and

Real Estate 1,182,013 3.9% 1,369,646 4.2% 1,440,129 4.2% 1,594,831 4.3% 1,698,462 4.4%
Transportation and

Public Utilities 2,243,056 7.4% 2,420,132 7.4% 2,518,546 7.3% 2,646,599 7.2% 2,803,721 7.2%
Services 5,370,607 17.8% 6,000,787 18.4% 6,708,195 19.4% 7,365,353 20.0% 7,913,661 20.3%
Government and

Government Enterprises 5,138,990 17.0% 5,504,935 16.9% 5,860,654 17.0% 6,174,672 16.7% 6,651,557 17.0%

1991 1992 1993 1994 1995
Source Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Farm $ 1,018,597 2.5% $ 1,205,168 2.7% $ 1,056,670 2.3% $ 1,084,670 2.2% $ 814,244 1.6%
Agriculture Services,

Forestry, Fisheries

and Others 286,552 0.7% 298,933 0.7% 310,048 0.7% 335,598 0.7% 364,643 0.7%
Mining 1,517,486 3.8% 1,508,236 3.4% 1,442,912 3.1% 1,501,815 3.1% 1,425,567 2.8%
Manufacturing 8,936,301 22.1% 9,716,007 22.0% 10,215,095 22.2% 10,988,043 22.6% 11,652,087 22.7%
Construction 2,163,924 5.4% 2,424,438 5.5% 2,602,333 5.7% 2,668,020 5.5% 2,872,394 5.6%
Wholesale and Retail

Trade 6,121,904 15.1% 6,561,320 14.9% 6,888,184 15.0% 7,365,236 15.2% 7,974,647 15.5%
Finance, Insurance and

Real Estate 1,758,611 4.3% 1,994,147 4.5% 2,255,366 4.9% 2,287,176 4.7% 2,425,366 4.7%
Transportation and

Public Utilities 2,977,776 7.4% 3,180,383 7.2% 3,321,207 7.2% 3,552,821 7.3% 3,780,671 7.4%
Services 8,444,935 20.9% 9,320,430 21.1% 9,882,244 21.5% 10,514,925 21.7% 11,452,240 22.3%
Government and

Government Enterprises 7,213,820 17.8% 7,877,737 17.9% 7,991,280 17.4% 8,255,183 17.0% 8,641,526 16.8%

SOURCE:
NOTE:

U.S. Bureau of Economic Analysis; Regional Economic Information System, September, 1996.

Percentages may not add to 100% due to rounding.
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COMMONWEALTH OF KENTUCKY

LARGEST MANUFACTURERS

(Ranked by Number of Employees - 800 or more)

1996

Number Number
of of
Company Plants Employees
General Electric Company 7 13,020
Ford Motor Company 2 8,100
Fruit of the Loom, Incorporated 4 7,250
Toyota Motor Corporation 1 6,300
Johnson Controls, Incorporated 12 4,126
Lexmark International, Incorporated 1 3,800
Emerson Electric Company 10 3,662
Jones Plastic and Engineering Corporation 6 2,494
Philip Morris Companies, Incorporated 1 2,282
R.R. Donnelly and Sons Company 2 2,185
Eaton Corporation 3 2,039
General Motors Corporation 3 2,000
Sumitomo Electric Ind./Sumitomo Wiring 3 2,000
U.S. Naval Sea Systems Command 1 1,960
Courtaulds PLC 2 1,865
Alcan Aluminum Corporation 4 1,852
Kentucky Apparel and Laundry Co. Inc. 10 1,803
Conagra, Incorporated 6 1,801
Armco Incorporated 1 1,800
Martin Marietta Corporation 1 1,800
Flynn Enterprises Incorporated 4 1,760
Brown-Forman Corporation 4 1,735
Oshkosh B'Gosh, Incorporated 4 1,675
Publishers Printing Company 2 1,660
General Tire Incorporated 1 1,600
American Greetings Corporation 2 1,580
Jockey International, Incorporated 4 1,580
Reynolds Metals Company 5 1,463
Carhartt Incorporated 6 1,449
Leggett and Platt, Incorporated 6 1,392

Number Number
of of
Company Plants Employees

American Standard, Incorporated 2 1,390
Duro Bag Manufacturing Company 3 1,374
Louisville Bedding Company 2 1,340
Fisher Price 1 1,300
Ashland Oil, Incorporated 3 1,217
Osram 4 1,198
Nine West Group Incorporated 4 1,184
Corning Inc./Dow Chemical 3 1,180
Square D Company 1 1,175
N.S. Group, Incorporated 2 1,144
Gannett Company, Incorporated 1 1,133
COMALCO 1 1,100
Mid-South Industries, Incorporated 2 1,100
Phelps Dodge Corporation 2 1,100
Henry Vogt Machine Company 1 1,100
Seaboard Farms 1 1,075
American Brands, Incorporated 4 1,058
Continental Metal Specialty Incorporated 4 1,046
Rand McNally and Company 2 1,033
The Apparel Group 1 1,000
Matsushita Electric Industries 1 1,000
E Systems 1 970
Palm Beach Company 2 970
Dana Corporation 4 957
Hitachi Limited 1 900
Tri-County Manufacturing Assembly Inc. 1 900
United Catalysts, Incorporated 1 900
Southwire Company 2 880
Willamette Industries 5 837
Kendall Company 2 800
Tecumseh Products Company 1 800

SOURCE: 1996 Kentucky Directory of Manufacturers, published by the Department of Economic Development
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COMMONWEALTH OF KENTUCKY
ENTITY RISK POOLS
CLAIMSDEVELOPMENT INFORMATION
FOR THE LAST EIGHT YEARS

(Expressed in Thousands)

Kentucky Kare

Fiscal and Policy Year Ended

1989 1990 1991 1992 1993 1994 1995 1996
Earned Premiums $ 57,750 $ 92,522 111,010 136,636 155,334 133,365 $ 139,525 $ 114,962
Earned Investment Income 1,339 2,966 3,448 3,289 3,322 3,990 6,994 6,295
Total 59,089 95,488 114,458 139,925 158,656 137,355 146,519 121,257

Administrative Expense 3,035 4,663 5,193 5,591 5,887 5,833 5,579 3,361
Incurred Claims as

Originally Estimated 46,870 78,871 95,210 117,570 128,942 143,133 144,479 131,132
Claims Paid (Cumulative) as of:

End of Fiscal Year 31,920 62,673 76,254 96,279 110,178 123,980 116,761 111,943

One Year Later 46,607 77,552 95,956 113,587 126,314 144,858 141,537

Two Years Later 48,051 78,565 95,956 116,819 126,476 145,097

Three Years Later 48,051 78,565 95,976 116,819 126,476

Four Years Later 48,051 78,565 95,976 116,819

Five Years Later 48,051 78,565 95,976

Six Years Later 48,051 78,565

Seven Years Later 48,051
Re-estimation of Incurred Claims

End of Fiscal Year 46,870 78,871 94,646 117,570 129,639 143,133 144,479 131,132

One Year Later 46,870 78,915 96,132 113,739 129,086 145,044 143,371

Two Years Later 48,051 78,565 95,976 116,819 127,486 145,062

Three Years Later 48,051 78,565 95,976 116,819 127,486

Four Years Later 48,051 78,565 95,975 116,819

Five Years Later 48,051 78,565 95,975

Six Years Later 48,051 78,565

Seven Years Later 48,051
Increase (Decrease) in Estimated

Incurred Claims From the

Original Estimate Using

Re-estimation as of the End

of the Most Recent Fiscal Year 1,181 (306) 766 (751) (1,456) 1,928 (2,109)

SOURCE: Per Compilations Report
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF MISCELLANEOUS STATISTICS

JUNE 30, 1996

Adoption of Kentucky Constitution
Form of Government

Land Area (square miles)

Miles of Highways, Roads and Streets

Police Protection:

Statewide Jurisdiction
Number of Kentucky State Police Posts
Number of Sworn Officers
Number of Other Statewide Agencies
Number of Officers

County Jurisdictions
Number of Sheriffs
Number of Deputies
Number of County Departments
Number of County Officers

Local Jurisdictions
Number of Departments
Number of Sworn Officers

College and Universities
Number of Departments
Number of Sworn Officers

Higher Education:

State Supported Universities and Community Colleges

Number of Campuses
Number of Full-Time Instructional Faculty
Number of Students, Fall 1995

Private Colleges and Universities
Number of Campuses
Number of Full-Time Instructional Faculty
Number of Students, Fall 1995

State Supported Recreation:
Number of Resort Parks
Number of Recreation Parks
Number of Historic Sites
Area of State Parks (acres)
Number of 1995 Overnight Visitors

Permanent Full-Time Executive Branch Employees

SOURCES: Kentucky Revised Statutes
Kentucky Transportation Cabinet
Kentucky State Police
Kentucky Council on Higher Education
Kentucky Department of Parks
Kentucky Department of Personnel

1792

Legislative, Executive, Judicial
39,650
72,998

16
946

640

120
1,104
11
609

237
3,481

11
180

22
5,206
150,499

22
1,209
24,756

15

24

10

44,000
1,174,600

33,855
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